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PEEFACE TO THE FIRST EDITION 

This book is mtended to be an introductory manual 
for those who wish to make a senous study of 
Indian Economics It has been written from the 
standpomt of the scientific mquirer, and is, the 
author beheves, free from pohtical bias. An 
attempt has been made tliroughout the book to 
present the different sides to every question m the 
fairest possible maimer The author has purposely 
reframed from discussmg some important prac- 
tical problems which he mtends to deal with m 
a second volume 

The author has tried to avail himself of the best 
available sources of mformation m respect of the 
various subjects dealt with m the book He takes 
this opportunity to express his gratitude to the 
authors, editors, or pubhshers of all pubhcations 
from which he has gathered any mformation He 
IS especially grateful to Mr J M Heynes, MA. of 
Cambridge, for many valuable suggestions relating 
to Indian Currency. 
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PREFACE 


The book is being published in a burry, and some 
typographical errors will perhaps be found in it, for 
whieh the author craves the indulgence of the 
reader 

Londok, June, 1911 


PREFACE TO THE SECOND EDITION 

In this edition the book has been thoioiighly re- 
vised and consideiably enlarged. A number of 
appendices has also been added. 


London, May, 1915 . 
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CHAPTER I 

INTRODUOTORy 

The subject of Indian Economics presents many obstncies 
difiSculties to the student which it may be useful to 
note at the outset. subject 

The first and the most senous difficulty is to be Appboa- 
found m regard to the apphcability of the principles economic 
of Grcneral Economics to Indian conditions Theie 
was a time when such principles were beheved to 
be of universal application, and the truths which 
Economics mculcates were regarded as absolute 
truths, like those of the physical sciences Some 
economists, however, early realised the limitations v* 
of the science kir Bagehot went so far as to 
declare that the doctrmes of English Pohtical 
Economy had little vahdity outside England He 
very properly called the English system of Economics 
“ the science of business, such as busmess is m large 
productive and trading communities”^ 

Economics, as it is taught m the west, is based' 
on a number of assumptions, conscious or unconscious 
When we examine these assumptions, we find that 
many of them are vahd m India only to a very 

^ Bagehot, Postulates of English Pohltcal Economy, p 7 
IE A ^ 
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limited extent^ Tins being so, it would bo vrnnig 
to import ivholcsale into India the economic con- 
ceptions of the west, and to applj them without 
modification or lunitation to Indian conditions But 
although the conclusions of Gencial Economics may 
not, m all cases, bo quite vahd in India, the, 
'^economic tendencies are none the less true Unman 
nature being the same ovorj where in all essential 

‘Mr M G Ranado, in bin Erfay/i in Imlian JJcoiwmKi, 
Buranicd up tho position of India in regard to tlio ordmnrj 
ccononiio assumptions m tlio following words “With ua an 
average individual man is, to a largo extent, tho i erj antipodes 
of tho economical man Tho Family and tho Caste nro more 
powerful than the mdindtial m determining his position m life 
,, Self intcrcat in the sliapo of dosiro of wealth la not ol«ont, but it 
18 not tho only nor pnnoipil motor Tho pursuit of wealth Is 
not tho only ideal aimed at, Tliero is neither tho dosiro nor tho 
aptitude for free and unlimited Competition except within cer- 
tain pro determined grooves or groups Custom and State 
regulation are far more powerful than Competition, and StatuR 
more decisive tlian Contract. Neither Capital nor Lalxmr is 
mobile, and enterprising and intelligent enough to shift from 
place to place Wages and profits aro fixed, and not elastic and 
responsive to change of oiroumstanoos. Population follows its 
Qvra law, being out down by disease and famine, wlulo produo- 
' tion 18 almost stationary, the bumper harvest of one year being 
needed to prondo against tho uncertainties of altcmato bad 
seasons In a society so constituted, the tendencies assumed as 
axiomatic, are not only inoporatiie, but aro actunll} deflected 
from their proper direotion. You might as well talk of tho 
tondonoy of mountains to he washed awaj into tho sea, or of tho 
valleys to fill up, or of tho sun to got cold, as reasons for our 
prootical conduct vathin a reasonable distance of lime ” Mr 
Ronode wrote nearly a quarter of a century ago, and sinoo 
then the situation has undergone considerable change , but liis 
description of tho state of things remains true to some extent 
even at the present moment. 
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particulars, the same sets of causes always tend to 
produce, under given circumstances, similar sets of 
effects And as Indian conditions are tendmg to 
approach nearer and nearer the conditions of the 
west, the western economic theories are hecommcr 
more and more apphcahle to Indian affairs. Besides, 
economic facts of the modem world are so closely 
mterrelated, that it is not possible to study the 
problems of one country m complete isolation from 
those of others It will not do, therefore, to brush 
aside the theories of General Economics as absolutely 
useless for our purposes What is needed is to 
apply those theories to Indian conditions with such 
modifications and limitations as the differences m 
the circumstances may suggest The economic phe- 
nomena of India must he 8tudie(r*'^ara?el5C"Tjut 
they must also he considered m' their relation to, 
and dependence upon, economic phenomena outside 
the country 

(J The second difficulty arises from the fact that 
India IS at the_ present moment m a state of 
economic transition ^ The older habits and customs 
are hemg modified by the impact of western ideas 
and ideals New circumstances are bunging about 
changes in the social and economic life of the 
people In fact, the conflict between the past 
and the present is now the dommatmg condition 
The influence of the west is not, however, uniform 
throughout the country, so that we find miffistnal 
Tnrba standing side by side with agricultural India,-' 
Economic phenomena are complex everywhere, but 
this fact of transition introduces an additional 


Compleiity 
of Indian 
economic 
phenomena. 
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very few have attempted to grasp the prmciples or 
to explam the facts by the aid of theories. It is a 
matter for great regret that the study of such an 
important subject has scarcely been pursued m a 
scientific spirit The late Mr Justice M G Ranade 
brought his keen mtellect, wide knowledge, and^ 
deep insight to bear on the study of the subject, 
and a portion of the results of his study was 
given to the public m the shape of his speeches 
and essays But they were merely an earnest 
of what the people expected from him Unfor- 
tunately, his premature death deprived the country 
of the services of one of her best and ablest sons 
In the following pages an attempt will be made 
to deal with the subject m a systematic manner 
The prevailing method and arrangement wiU be 
followed, with such modifications as the differences 
in the social and economic orgamsation suggest, and 
the theories of General Economics will be exammed 
m the light of Indian facts No one, I am sure,^ 
will expect an exhaustive and satisfactory treatment I 
of the various questions of Indian Economics withm | 
the hmits of a small volume like this My object » 
IS merely to acquaint the reader with the general ^ 
economic phenomena of India so as to help him m j 
pursmng a fuller and more detailed study of the 
different branches of this important subject. 



CHAPTER n 

THE NATURAL ENVIRONMENT 

MiVN 18 ultimately dependent on nature in cieiy 
aspect oi Ins life His economic We, in particular, 
13 closely lolated to the facts of nature The 
physical environment is, in reality, the basis of all 
economic activity In the case of India, therefore, 
as in that of any other country, n study of economic 
phenomena should start mth an investigation of the 
>phyBical factor This subject may bo considered, for 
»our purpose, under the five heads of the geographical 
jsituation, the geological structure, the climate, the 
iflora and fauna, and the facilities of communication 


1 GEOGRiM»niCAL SITUATION 

xtent India extends north and south from latitude 8“ 
to latitude 38°, and the extreme points on the ivcst 
and the east are situated respectnely at longitude 
66° and longitude 100° It comprises an aiea of 

provinces under Bntisb 
admmistration compnse 1,093,QJ4 square miles, or 
60 6 per cent of the total The reuiamder is 
mcluded in the Native States The Indian 
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Empire is equal to the "whole of Europe, except '' 

Russia ^ 

The range of the Himalayas, with its snow-clad Bonndariea. 
peaks penetratmg far into the sky, forms the northern 
boundary of this vast country On the north-west 
and the north-east also, it is bounded by lofty 
mountains which prevent ingress or egress except 
through a few narrow passes and defiles On every 
other side the boundary is the sea 

^^Uius situated, India forms a unit by itself, 
separated as it is by nature from the rest of 
the world ' And within its own borders the 
coimtry presents so many marked diflereuces in 
physical features that it is often described as a i 
contment rather than a country 

The Himalayas, rismg from the plains of India in a Nortbem 
senes of almost parallel ranges to the loftiest heights, 
and spreading over a length of more than 1260 feet, 
are the most striking feature m the geography of 
India. Acting as a chmatic barner, and bemg* 
the perennial source of the great nvers which 
moisten the parched lands of Northern India and 
endow the soil with mexhaustible fertdity, they- 
have always exercised the greatest mfluence not 
only on the physical condition of the country, but 
also on the moral and economic life of the people 

^ Burma is about the same size os Austna Hungary , Bombay 
JB oompamblo m point of area with Spam , Madras, the Pan]ab, 

Baluchistan, the Central Provinces and Berar, and Bajputana, 
are each larger than the Bntish Islands , the Umtod Provinces 
and Bebar and Onssa than Italy , and Hyderabad and Kashmir 
than Great Britain, excluding Yorkshire (vide Census of India, 

1911 ) 
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Below this great range lies the sub-iuonlano region 
•mth Its dense forests and an inhospitable cliinat.0. 
Next comes the great plain of Northern India, from 
' about 150 to 300 miles in wudth, and v.atored by three 
great systems of Himnln)an rivers, the Indus, the 
Ganges, and the Brahmaputra. Broadly siieahing, 

' tho western half of this plain niaj he described 
fas dry and sandj, and the easloni half moist 
^nd watei'loggcd, these features reaclung their 
extreme pomts m Sind and the Great Desert on 
the west, and in Assam and East Bengal on 
the east’ To the southward lies the peninsula, 
consisting of a rugged plateau sepamted from the 
north by the Vindhja range, and llaukod on the 
west by the steep lulls of the Western Ghats and 
on the east by the Eastern Ghats wlncli gently 
slope into the Bay of Bengal This plateau is of 
an average height of 1500 feet, and is cut into a 
few deep valleys through w Inch sc\ en great rivers 
carry their waters to the Arabian Sea and the Bay 
of Bengal 


2 GEOLOGICAL STRUCTURE 

India, in the ancient geological ages, was very 
different from what wo find her now Geologists 
:e*, say that in the earliest penod she was represented 

»Ifc is ounotiB to noto lio^ phjsical conditions change along 
tnth other oironmstances At the time of Alexander’s invasion 
' a good part of tlie now and desert consisted of popnlons towns 
and prosperous villages So also, the jungle now hnown as the 
Simdcrhun, and inhabited bj tigers and other wild beasts, was, 
6. fovr centunea ago, the seat of a flonnshing kingdom 
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by the Bonthern peninsula and was connected with t 
Afnca by land, while over the area where now 
exist the regions of the Punjab and Bajputana, the 
tides of a wide and shallow sea ebbed and flowed 
Then followed a series of volcanic cataclysms and 
violent earthquakes which entirely changed her 
natural features Pmally, as the result of a slow 
process of geolngicaL evolution extendmg _oy6r 
thpusan^^ years, she acquired her present shape 
and physical characteristics These successive for- 
mations have left their marks on the physiography 
of India, and they may be gioiiped under six heads 
(a) Achaean, (b) Ymdhyan, (e) Gondwana, (d) Basaltic, in the moder 
(e) Tertiary and Cretaceous, and (/) AUuvial As, 
however, a detailed exammation of these foimations 
13 not necessary for our purpose, we shall content 
ourselves with a general description of the various (, 
kinds of sods and mmerals which owe their existence ^ 
to them , 

The most extensive, and agriculturally the most Soiia: 
important, tracts are the aUuviaL They comprise 
the greater portions of Smd, Gujrat, Bajputana, the ^ 

Punjab, the United Provinces, Bengal, extensive i 
tracts m Assam and Burma, the Godavari, 5 
the Krishna and Tanjore districts of Madras, and : 
strips extending a^ng the ^ eastern and western 
coasts of the peninsula _ Alluvial soils also 
fringe the courses of the nvers in many other 
places.^ 

Alluvial soils ^ffer_in different parts of the 
country m respect of their physical as well as their 

Imperial Gazetteer of Indta, yo\ ui p 8 
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suited to the growth of cotton, wheat, millets, and 
pulses ‘ 

In portions of the Deccan trap area is found Black cotton 
rcgar, or the black cotton soil, — so called from its dark 
colour and its suitabihty for the growth of cotton, — < v 

w^h.^ppssesses an,almps^t mexhaustible fertihty 
This soil IS the product of the decomposition of 
lavas It IS of a dark colour and is exceedingly 
compact and tenacious It is highly retentive of 
moisture and rich m chemical properties The 
kmd of crops most suited to these areas is the rabt, 
but the JcTiai if crops are also grown m many cases. 

Cotton, wheat, hnseed, and millets are the chief 
crops Soils akm to the black cotton sod of the 
Deccan are found m the nver-valleys of a few 
other districts m Bombay, and also m parts of 
Madras. 

So much about the special varieties of sods Crystalline 
The rest of India may be described as the “ crystal- - 
hne sods tract” But these sods differ so much! 
from one another m the different provmces m 
regard to their physical and chemical characteristics 
that it IS hardly fair to put them all in one class 
They are usually sterde when they occur on the 
uplands, but the clayey and browmsh loams of the 
lowlands are fertde The better kmds of such 
sods are smted to a great variety of crops, the 
most important bemg nee The reddish-coloured 
laterite sods of certam distncts m Bombay are 
rather infertde, bemg highly porous and dry \ The 
crystallme sods generally are deficient in the mtrates 
and phosphonc acid.' 
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In the midst of these varying features one 
charactenstic is found to be common to almost all 
sods, VIZ, their comparative (Irj'ness This absence 
of moisture in the land makes the sup]>ly of water 
an absolute necessit} m Indian agnculturc ^ 

Such 18 the surface of the earth as we find it in 
India It IS needless to say that it is of the 
greatest importance in the economic life of her 
people, whose mateiial and moral welfare is indis- 
solubly bound up wuth the soil But of equal 
importance is what lies beneath the snrfaee The 
wealth of a nation m modern times corresponds, in 
a large measure, to its output of economic imncuils 

The mmeral wealth of India has nob yet been 
fully ascerfcamed , but judging from the amount of 
actual production, hor mines and her possibilities ns 
shown by investigations, wo may saj that India is 
rich in mineral lesourccs, lilr V. Ball, in his 
mtroduction to tho Econotnic Geology of India, 
quotes the statement of Megasthenes that “ India 
'has underground numerous ^el^s of all sorts of 
metals,” and regards it as absolutely true He 
goes on to say, “'Were India wholly isolated from 
the rest of the world, or were lier mineral produc- 
tions protected from competition, there cannot ho 
tho least doubt that she would he able, from with- 
in her own boundaries, to supply ^e^y nearly all 
the requirements, in so far as the mineral world 


^ In this r^ofc, Indian conditionB differ widely from tlioso of 
England, whero, on neoonnt of the prcacnoo of an oxce8Si%e 

^ount of moiHturo m tho land, drainage is tho most essential 
thing in cultivation 
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is concerned, of a higlily cmlised community 
The mineral resources are widely distributed over 
almost the whole of her area, and it will perhaps 
be useful if wo briefly describe the chief kmds 

Coal IS the most important of the mineral CoaL 
products of India Its quantity is large and the 
quality is good It is found chiefly m Bengal, 

Behnr, Assam, and the Central Provinces, and m 
smaller quantities in Burma, Central India, the 
Punjab, Naslimir, and Baluchistan Iron ^ ores of iron, 
a supenor quahty are to be found m abundance in 
vanous parts of India The chief iron areas are 
Barakar, Chaibassa, and Iton m Bengal , the 
northern and eastern distncts of the Central 
Provinces , the eastern half of Central India , 
Mahabaleswar and Malwa m Bombay , and 
Mysore It is also found in small quantities in 
the Punjab and the United Proionces, Kashmir and 
Rajputana. At piesent, however, it is nowhere 
worked to any considerable extent except near 
Barakar in Bengal , but it is hoped that there will 
be a great expansion of the production and manu- 
facture of iron in the near future 

Petroleum oil is found chiefly in Assam, Burma, Petroleum, 
and Baluchistan, and an mferior quality m certam 
distncts of the N W Prontier Provmce The 

^ V Ball, JSconomic Otology, p xv 

® The importance of iron and coal in the economy of a country 
IB immense The dominant industrial position of England is duo, 
in a largo measure, to her possession of an abundance of those 
minerals Coal is important not only as ordinary fuel, hut as 
the indispensable requisite m all productive industries ' 
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petroleum resources of India are confined to the 
two systems of folded rooks on the eastern and 
western Himalayas Itock-sait is obtained in largo 
quantities in the famous Salt Eange and in the 
Kohat (bstrict of the Punjab Tm is found only 
m lower Burma and in the Hazanbagb district of 
Bengal , but the total quantity of output is not large 
r Of the matenals used for agnculturo and the 
chemical mdustries, saltpetre is the most important. 
The natural conditions for the production of salt* 
petre m Behar, which is the chief source of the 
compound m India, are ideal, but the production is 
now dimimshing India is very deficient in bor 
supply of phosphates The only deposit worth 
noticing IS in the Tnchinopoly district of Madras 
The export of pliosphates in the form of bones is a 
circumstance to be greatly deploied Potash salts 
are very rare Gypsum, alum, and sulphur are 
obtainable in so\oral parts of tbo coimtry Borax 
IS obtamed from Kashmir and Tibet Soda salts 
are obtained from the soil in vanous parts of the 
country 

India was, m ancient times, famous for her 
precious metals At present her production of 
these 18 not large, though it is still considerable 
The most important of these is gold, which is found 
m large quantities in the Kolar field in Mysore 
Some amount is also found m the mines of Hydera- 
bad and several other places. Of recent years, 
gold has been found lu two parts of the Dhalbura’ 
distnct in Chota Nagpur Besides, in all the 
Provinces of India small quantities of gold are 
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obtained fiom river giavels by the indigenous pro-' 
cess of ashing 

Both copper and lead are widely distributed over Copper, 
the whole of India. Copper is found chiefly m 
Bengal, and also in several places in the Central 
Proiinces, Raiputana, Southern India, and at vanous 
places along the Himalayas Lead occurs in Bengal, Lead 
Central Proidnces, Rajputana, the Earnul district 
m jMadras, and certam districts m Bombay In Silver and 
some places, silver and zme have been found 
associated with lead. 

Of recent years, aluminium has been discovered Aionmnum. 
to occur in abundance m Burma and the whole of 
Pemnsular India, and it is behoved that this mdustry 
has a great future before it 

^langanese occurs m such abundance m the Manganese. 
Central Provmces that India now takes the second 
place among the manganese-producing countries of 
the world It is also found in certam parts of Bom- 
bay, Madras, Hyderabad, Burma, and Chota Nagpur 

Mica is one of the most important mmeial pro- Mica, 
ducts India turns out more than half of the total’ 
mica supply of the world The mam source of > ' 
production is m the Hazaribagh and Gaya districts 
of Bengal It also occurs m the Nellore district of 
Madras 

Cobalt is found m Rajputana, and mckel is ob- Cobalt 
tamed from the gold-fields of Kolar NwkeL 

Vanous kmds of precious stones are to be found Precious 

1 L J.1 stones. 

m different parts of India, important among them 

^Knutilya in hia Ailhasastra and the author of tho Penplua 
mention n large variety of gems and pearls. 
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bemg diamond, ruby, and sapphire Diamonds 
occur chiefly m Madras, the Central Provinces, and 
near Pauna m Central India Euby-mining is a 
very profitable and flourishing industry in Upper 
Burma. The chief seat of sapphire is Kashmir, but 
the mmes are said to be exhausted. 

Besides these, there are various kinds of mis- 
cellaneous minerals Common stone and marble 
also are important, they bemg the chief material 
used for building and ornamental purposes 

Numerous hot and mmeral springs are found in 
different parts of India, but their neglect is a curious 
feature m the situation As mstances may be 
mentioned the hot sprmgs at Mamkam m Knlu, the 
sulphur spnugs at Lasundra m the Kaira district 
and at Vajrabai m the Thana district of the Bombay 
Presidency, and other sprmgs along the foot-hiUs of 
the Himalayas, 


3 CLIMATE 

The climate of any place is determined by various 
factors, the chief among these being its latitude, 
altitude, proxMity to the sea, and position in regard 
to the prevailing vraids India is such a vast 
country that its parts differ widely from one another 
m respect of each of these factors, giving us sharp 
Contrasts in chmatio couditions 

Excludmg the Himalayas, which act as a 
chmata^ barner^m jhuttang.^ cold wmds of 
Central Asia and keeping withm the borders of India 
the vapour-bearmg wmds of the south-west monsoon, 
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tbo coinitry may bo dmclcd, for meteorological 
pni^osc5, inte t\ro paite PonmsuJar India and 
Isortlicm India, 

The whole of the Pcmnsula falls within tho 
Tropics and has a hot chinatc, the variations of 
tempeiature l^tween summer and winter being 
small- The coasts ha^c an even smaller range of 
temporatnrc> and tho atmospheio theie is usually 
cloudy These features are specially observable ou 
the windward coasts, and they dimmish with m- 
crc,ifiing distance from the sea 

Ahnost the wliolo of Northern India lies beyond 
the Tropic of Cancer, but here the climatic conihtions 
arc more complex In technical language, the chmato 
may be described as continental The sevent)” of 
lioat or cold and the amount of moisture present 
in the air, howo\cr, dihbi greatly in tho different 
proAunces and during dificrent seasons. In tho 
Punjab and the North-western Prontior Pro^^nce w'o 
find bitter cold in w inter and extreme heat in summer 
Asv,q travel eastward the sevorit}- both of heat and 
of cold steadily chmimshes In Bengal and iVssam, 
tho winter is mild and the summer is moderately 
hot Again, Sind, tlio Punjab, and Bajpntana are 
exceedingly dry, while the ntmospbere of Assam and 
of Itlast Bengal is alw'ays saturated with moisture 

Altitude tempers the heat of low latitudes Up 
on the hills, it is delightfully cool and refieshing 
even m midsummer, but beyond a certain pomt the 
excess of cold forbids human habitation , 

These are tho general featuies of the climate 
of Tndn, which are, how'ever, to a laigo extent 


Tho 

reninsula,-^’ 

■inriationB 

slight. 


Northern 

India,— 


Bciero heat 
and ottremo 
cold 



IS INDIAN ECONOMICS 

K'' ponodicM or monsoon vnnds, ol 
\ jii'S w p'lall preionily 

ViK hvhm >enr is dwidcd mto six seasons, "but, 
£ '*■ Cl'’' nomic puT^H^'Cs, it may be divided into two 
Winl'^r i.nd Slimmer ,— 1 be hUcr being subdmded 
m* > <irv sutnuiei ^Apnl May, and June) and wot 
■’e,r'vu*’'r (,Julv , Angu'^l, and Sepleniber) The seasons 
ci' “£ the gri'iie^i iniporUnco in tbc economy of 
I; ibi'i hff% they arc accompanied b\ an alternation 
01 l*'" 10' leorol-Vjt’cal cotidtlions which produces the 
1 n' i niv ncuiAu^ rt’^nlts. In winter, drj land winds 
pn\a'l over the ^reitor part of India, while in 
••armitr wo )m%o winds of occamo origin, wnlh high 
hiiMfiiti, iiiub cloud, and fieqiicnt rani Ihr 
aUf uiaim.i is duo to a diftcrcnce in temperature anc 
ainioq hne ]'re'''':ure in diiToront logions 

Ih'” wliolc of India lies widnn tho bolt of tin 
I'lit’crn trail'' winda Under normal conditions 
wo fbould ev][»oct the wind to blow frOn 
the njribiai-t ibrougboul ibo year Ab a matte 
£'0% hfnu'ior, the iiorlb-cnct wind blows dimnj 
o ih o.!c half of tli'i )car Bming the other hall 
vriml luosoin'^nt is modified bec,ansc of tin 
of ihc toiinii'nt of Ana no.ir tho eqnatoi 
'Till 'u‘:t"rbit of tho air current is due to flic far 
0 xf i"Mj nj>, wVi'i ditfor greallv m tlicir bebavlou 
1^,^ O' i=y tb> ilrorpiiun and riulmtion of licat Ii 
ip:,! tf I Mv . t* e ]d 'inn of Norlborn India bceoin 
'‘’rv .ltd. 5 ) 0 “ < r than ihi' v.nter of the India’ 
fi rtf'.T dift iqtidor, and, consequent!) , lb 
1 “' b-'-'i,. lutif'i; iuwer In Ihe former rcgio: 

? oitj ij r th*' L»p Tlic bc<itod air rmes and tb 
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cooler air from near the Equator rushes m to take 
its place. Thus an air-current is established m the 
lower .strata ^of the atmosphere , from .the _ south 
towards the north Just at tins tune, south of the 
Equator, the wmd blows as a south-east trade-wmi 
As this wind reaches the Equator, it finds the baro- 
metric pressure higher theie than in Northern India. 

It then swirls round and blows as a south-west wind, ^ 
accelerating the air-movement which has already 
begun from the Equator towards India This is the 
south-west monsoon Bemg of oceamc ongm, thei sJath-west 
wmd IS laden with moisture , and as the clouds are 
driven inland by storms, they drench the parched 
lands of India with ram. The south-west monsoon 
usually estabhshes itself m Bombay and Bengal 
early m Jime, and before the end of the month it 
extends over practically the whole of Northern 
India 

The south-west monsoon reaches India m two Two 
currents, — the Arabian Sea current and the Bay of Arabian Sea 
Bengal current The former gives ram to Bombay, 
the Punjab, and a pait of the Central Provmces, and 
the latter to the rest of India and to Burma. India 
gets nearly 90 per cent of her annual rainfall from 
the south-west monsoon. This monsoon usually 
contmues till September 

In October and November, the temperature over 
the land m India becomes lowei than that over the^ 
sea near the Equator , consequently, the barometric 
pressure is higher, and wmds now begm to blow' 
towards the !^uator This is often alluded to as 
the north-east monsoon, but it is, m reahty, the 'monsoon 
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I ^^nnl Imdc-wind Being of land 

it not c/>nt,im much nioi£.lnro, and is, 
i' in for?', r-illcnl tho dr)’ jnon'Kion, in contradistinc- 
i, n to ‘lu ‘■oai'i'ivcst monsoon, nlncli is 'nok The 
h'tD v'o 'UiTo vrhuh n contains is really tlie residue 
h ft {>/ Mto nnith vvest monsoon, i\hich has lioen 
t‘"evtiUel b\ iho Ihmalnjas from pnsHing out of 
India But the uorth-cast tradc-vaud piclcs up a 
t ‘o^’di-Mhlo nm-miit of moisture during its passage 
0.0'' the Baa of Ik-ngal. and giacs ram to the south" 
oi'O’Ui vh'^tnets of Madras, This north-east uuud 
1“ t'na of gu'at economic impoi lance to Atadi.as, 
nh'c ’igh the total qimniit) of run ulnch India gets 
fro'i it imaB Sumo amount of lain also falls in 
the Buiijah dunnu the winter months, avhicli is pro- 
1 .hh due to local fitorni'^' 

Tan rinount of mm that falls m India \ancB 
m-os aenr to )car It depends on the foiUe and 
of (h.. air-currcut The quantila avlnch 
a'u p''"t'ruhr part of tlie countn* rcccnos depends 
(ii (he cn.digiu-’imu of the eurface of the land, on 
It" ‘itii’un with lofeionce to tlie winds, and on 
■ari) of, farinr winch oiuisos reduction in the 
tf \-'i iit’fo of fit nil For instance, while a large 
’ . * utt o) mm falls on Iho west const of tho peiihi- 
-ah ?h' tshh Dml of lim Dcciuii and Smithorn India 
\ hifh » vu» jfDin the fiouth-vrcKt monsoon, 
\ f -U'fo 1,1. u t T p,. ^ Uarnor to tho jmsyigf 
f wq. nr ?c.->inng v'lmN AVlmrt, on the othet 

'' *** I ott'L-l,' l)),. 1,^)1 r,f xntul* 

* , ' *' *” ^ ^*"^1'' 1 t~or, "at rtorin^ lu'rts lliM 

tf " i-i-" ' ' 1 1 i 
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hand, no such obstacle is offeied to the passage of 
the monsoon current, the clouds travel far mto the 
interior of the country The east coast of Madras 
does not receive much ram from the south-west 
monsoon, for it does not he m the path of the 
wmds, their direction bemg north-easterly Agam, 
any cause which cools the air-current leads to a 
condensation of water- vapour and to the fall of ram 
EamfaU is abundant on the mo im t arns and m forest 
tracts, while it is scarce m deserts where the atmos- 
phere, bemg hot, is capable of holding m suspension 
a lai^e amount of water-vapour Thus, the normal 
rainfall m the Cherapunji hills is 160 °, whde it is as 
low as 7 ° m Smd and south-west Punjab ^ 

The success or failure of the crops is deter- 
mmed by the quantity, distribution, and time of 
occurrence of the monsoon rams In European 
countnes, the variations m ramfall may mcrease 
or dimmish the abundance of a crop, but m India 
they produce far greater consequences In one year 
ramfall may be so abimdant that harvests are plenti- 
ful, m another an almost total failure of the rams 
may lead to a severe famine mvolvmg the loss of 
thousands of Eves But it is not agriculture alone 
that 18 affected by the monsoons, trade and com- 
merce are largely dependent upon them, while the 
framing of the Annual Budget of the Government of 
India has been described by a recent Finance Minister 
as a “ gamble m ram ’’ In fact, the prosperity of the ^ 
country depends almost entirely on the monsoons , 

^ A tabalar statement of the normal rainfall in different parts 
of India mil be found m Appendix D. 
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and nnlura! NNatcr-supph ih the ohinf f'^cloi rioter* 
luinmg the dcusitj of population nud tho pUalo ol 
cmlmtion in nnj paiticular jiirf of tndn 

Tho climate of the country afToefa not oiilv tliepro* 
ductmty of the land, Inii n1<m the ph} 'uque and char- 
acter of the people A hoi and moist cl mmto tend^ 
to cause much fatigue after iroderuto exertion and 
a general lU-rlefined condition rjf thdnlitv It thus 
produces a disincliintion to hard svork. ^'ar^OIl^! 
kinds of tropical di'-'.a'iia al'-o render tho liodv 
ueak and reduce tho iongcvits of hfo The cumu* 
Iati\o effect of all tins on the jH’'ople is to prorhiof 
a lack of tho enwiiy and strength no(ukd to dun clo^ 
the best in thomsches and in the iti'Ources of the 
country. 


4. FJ/)R\ and rtUNA 

The gcngnplucd p,.-.,tKm of tho coimtrv and its 
climatic and geological conditions l)a>o an impor- 
tent bcanng on the aegetable and annua) Jife ol 
luduw Tlio large extent of its area and n grcni 
arie y m ph>sical features and clinmto, combined 
^vith the natural fertditj of the ami, enable the 
wuntry to produce almok e^ery kind of vcgctoble 

thnr ^ India m more %aricd than 

if nnf Ibe same extent in Asia, 

troment a ’^ ^orld Here "vno find not onh the 
of tho dropical products, but tho products 

Ion' ^'^ortetit 

coffee°ffiilipf products obtained here arc . nee, 

, sugar-cane, cinchona, jute, spices, india* 
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rubber and gutta-percha; pineapple, bananas, and 
other Linds of tropical fruits. The chief sub- 
tropical products grown are ; cotton, tobacco, opium, 
and tea Of the products of the temperate zone, 
the following may be mentioned as the more im- 
portant wheat, maize, barley, pulses, potatoes, 
hemp and flax, and vanous lands of fruits Besides 
these, many miscellaneous articles are found, such 
as a large variety of oil-seeds, gums, timber, and 
mdigo 

Animals are of great use for purposes of cultiva- Ammal life, 
tion as well as of draught At one tune India 
possessed a fairly adequate supply of good and ser- 
viceable cattle But of late there has been a great 
detenoration m the qualit)’, and diminution m the 
quantity, of live stock Being imperfectly fed and 
housed in insanitary sheds, cattle are constantly 
hable to diseases of various sorts , and the question 
of breeding does not receive the attention from the 
people which it should ^ This paucity of good cattle 
is a great drawback in the improvement of agricul- 
ture Cattle-rearmg is difficult m those parts of the 
country in which rainfall is laige, because the ram- 
water washes away the salient constituents which 
are essential to the health of the cattle There the 
animals do not grow up to a good size and strong. 

Eor this reason, horses are rare m Lower Bengal, the 

^ " Cattlo disease,” says the Agnoultural Adviser to the 
Gkrvommont of India, " is so senons an affliction that it ranks ’ 
in many parts of India as a soonrgo, and is a direct obstacle to ' 
the amohoration of the condition of the coltivator ” {Sepori on 
ihe Progress of Agriculture in India, 1911-12, p 4). 
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Carnatic and Coromandel coasts, and Lower Burma. 
<In the drier parts, on the other hand, such as Balu- 
chistan, the Punjab, Eajputana and Kathiawar, very 
good horses are found The most important of the 
Indian ammals are hul looks, which are used almost 
everywhere for the plough as well as for carrying 
loads and drawmg water Buffaloes also are^ used for 
sunilar purposes m many parts The cow and the 
she-buffalo are highly useful in almost every part of 
the country, as milk and ghee are among the chief 
articles of food consumed by the people Sheep and 
goats are found m every provmce The donkey is 
'’a very useful beast of burden, especially in Northern 
India. The camel is plentiful in the sandier parte 
of the country, and is a very useful animal for 
carnage The region in which good cattle is reared 
mcludes the Punjab, Kashmir, Eajputana, and 
Kathiawar, where ramfall is not excessive 

Products obtamed from animals, besides milk, are 
woo , wax, and ivory, aU of which are articles of 
utility and m demand 

Of the aquatic pioducts fish, of course, is the 
most useful The pearl fisheries of thh Indian 
ycean are also very important from the economic 

etandpomt 


6 facilities OP COMMUNICATION 
easv surface makes commumcatioi 

r/wav« ^ 

difficufty ® ^^^cted here without mud 
Ganges, with its numerous tnhu 
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taries and branches, furnishes some thousands of ^ 
miles of waterways, which are of immense economic 
importance. The Brahmaputra also in its lower 
course affords somo facilities of transport The 
Indus and its tributaries are navigable by small 
boats, and by steamers dm mg a part of the year 
In. the southern half of the country, the nature of hukdiffionit 
the surface has placed great impediments in the way 
of commimication. Roads are not easy of construe-^ 
ton, and railways have become possible only in 
certain parts of the peninsula, and even there only 
with the aid of much engineering slall The nvers 
also are not quite so useful as waterways, all of 
them being too impetuous m times of flood and too 
scantily supplied with water at other times 

Tlie long sea-board of India offers facibties of ThoBen, 
communication between the coast districts of the highly* 
country. The number of natural haibours, how- 
ever, is few, and during the monsoons the Indian 
Ocean becomes exceedingly rough But in spite of 
these disadvantages, the sea has now become a 
natural highway connectmg India with the other 
parts of the world. 

We have now finished our bnef survey of the 
physical environment in India and its relation to many, dis- 
the economic aspect of the life of her people We 
have noted the many natural advantages which the 
country enjoys and the few difficulties it labours 
under ^t is necessary to recog ni se the .de ngndence— 
oLt he pe ople on nature,, Jbu tot.. would ..be a mistake 
to 8i^)pose t^at^ this „dependence„is_ absolute^ Man notabBoiute. 
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The flora and fauna of the country are deter- 
mined partly by the physical conditions and partly 
by the will of man. Scientific knowledge may be 
applied to the improvement of the existing vege- 
tables and fruits, and new sorts may be made to 
grow. So also, the breed of cattle may be unproved 
and certain new* kinds may be introduced. 

As for communication, science has surmounted 
most of the difficulties which nature placed m 
certain parts of the country Railways have pene- 
trated into places which would otherwise have 
remained inaccessible, and distance is no longei 
a bar to communication The formidable ocean 
now affords the easiest and cheapest means of 
transport 
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Hative States 100^ But in India, distribution of 
the people is not even throughout the country 
The density of population depends on several^ 
factors, the most important of which are rarnfally^^ 
the climate, the soil, the configuiation of the surface,! 
and th e state of civilisation. As a rule, the popula-] 
tion IS the densest in those parts m which there, 
is an abundant supply of water, either natural or 
artificial, or in other words, \v^erejh_epnmary require- 
ments qfjiuman life jre s'ateBfied,wdh_the^eatest 
easeT* But there are exceptions The .greatest 
^density^js toAie Tound. in. the .province^of, Bengal, 
which has an average population of 661 to the 
square mile, and the next densest tract is the 
Gangctic plain of the United Provinces, with 427 
to the square mile Tbe^ densi^ is the_lowest in 
Upper Burma, the Horth- western Frontier Piovmce, 
anB Baluchistan \'Bet^en these extremes there is 
almost every shade of variety ^ 

The people for the most part live in viUages 
Only 9 5 per cent of the population are found m 
towns ivith over 6000 persons each, compared with 
781 per cent in England and Wales and 45 6 per 
cent m Germany The proportion of the urban to 

^ Sir A. J. Bames pointed out (m an article in the Journal of the 
Eoyal Stailsiical Society, December, 1904), that, in the cose of 
India, “ the moan density figure is m itself peculiarly devoid of 
significance ’* The population per mile of the United Kingdom 
IS 379 , Germany, 290 , IVanoo, 190 , the United States, 21 , 
EuBSia m Europe, 60 , Russia in Asia, 3 6 , Belgium, 689 , 
Holland, 400 , Egypt (Delta), 939 , Canada, 1 6 , Austraha, 1 2 

* In Assam the density is 110 to the square mile, m Baluchistan 
0, Bengal 651, Behar and Orissa 344, Bombay 146, Burma 62, 
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of thought, culture^ and industry in the life of the 
nation. 

The diMsion of the people into sexes is important 
from the economic standpomt, for a very large 
proportion of the female sex in India can haidly be 
regarded as producers of wealth at all The social 
customs prevent females, of the higher and middle 
classes in particular, from participating in the pro- 
duction of wealth, at least in a dnect way Taking 
the country as a whole, there is^a .flight excess _of 
males over_ females. Among the higher classes, 
however, the female portion slightly preponderates 
over the male 

Another important fact about population is dis- 
tribution accordmg to age T^__pld and Uie^very 
young am consumers^ p|_w^lthj but not_producers. 
Roughly speaking, the limit for active work may be 
put at the ages of lo and 60.^ The number of persons 
between these limits is about 170 millions, or 53 
per cent of the population. If we deduct fiom 
this the infirm and sick persons, as well as a 
large proportion of females who, owmg to the 
^urda system and other social customs, do not 

^ Tho theory of Sundbarg, the Swedish statistician, that the 
age group “ 16 60 ” contains about half the total population, 
holds good in India, hut tho local variations are somewhat 
greater than in Europe, and tho proportions are apt to be dis- 
turbed hy famine But his other theory, namely, that the num- 
bers in tho two age groups “ 0 16 ” and “ 60 and over ” approach 
C(juahty is not true in India, because, owmg to the shorter hves 
of the people, the rate of morfcahty amongst persons aged 60 and 
over is considerably greater than that amongst those under 16 
(vide Census of India, 1911). 
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confcnbute to the economic life of the people in a 
diieot v?ay, \ve get the total numher of able-bodied 
persons who are fat to participate in the production 
of uealth, or, in other words, who fonn the labour- 
force of the country 

The most important fact to be considered when 
deohng mth tlie human element in production 
the health of the people ^ The efficiency of labour 
is greatly unpaired by tlie general lU-healtb. of 
‘the people m most parts of the country This is 
due to unfavourable climatic conditions, insufficient 
nutrition, want of pure water, insanitary sur- 
roundings, artificial modes of living, and unhealthy 
j social customs ^ All these factors render the body 
weak and less able to resist disease To these 
must be added the epidemics which sweep over 
the country every now and then, sometimes causing 
great havoc and devastation.^' Finally, the influence 
of heiedity helps to perpetuate the evil effects, so 
that the physical deterioration of the people goes on 
increasing from generation to generation. 

The ecouoimc condition of the people depends 
largely on how they earn their hving, hence the 
great importance of the question of distribution by 
occupation The most noteworthy fact in this con- 
nection 18 that over 72 per cent of the population 
arc supported by agnculture Industries mauitam 
11 2 per cent, and trade and transport, 6 6 and 1 6 
respectively The rest of the people depend for 
their livelihood on the following occupations 
professions and liberal arts, 1 7 , domestic service, 
16, public administration, pubhc force, 77 
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extraction of miueials, ’17 , insufficiently described ' 
occupations, 2 9 , unproductive occupations, 1 1 , 
persons living chielly on then income, '17 ^ 

So much about what may be called the status Dynnmica of 
of the population But the dynamics of the 
population are also very impoitant Changes are 
affected by three factors birth, deatli. and migra- 
tion we shall briefly notice each of them 

^irth depends on marriage and fecundity In 
India, mamage may be said to be almost umv^sal 
Roughly speaking, we may say that religion and 
social customs favour tlie marriage almost of every 
person before the age of pubert}' is reached. Con- 
sequently, the h}'pothesis that marriages increase 
With prosperity and decrease with adversitj’^ does 
not hold good in India? As _a matter of fact, im- 
provident marriages are more, frequent^ among ^the 
lower than among^the higher classes The propol- Mnrringe. 
tion of celibates is much lower in India than m 
Europe and America On the other hand, custom 
forbids the marnage of widows among the Hindus , 
and, moreover, as there is a great disparity in the 
ages of the husband and the wife, we find a higher 
proportion of widows here than m European and 
American countries The proportion of widowers 
’ also IS a little higher The f ecundit y of marriage j 
among the poorer classes is greater than among the 
middle and higher classes, and also ^ among the 
Ilahomedans than among the Hmdus , This differ- 
ence is due perhaps to tlie absence of prudentiaL 
consideiations among the less advanced sections of 
the community?^ Tlie average crude birth-rate m Birth rate 
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India during the last ten years was 43 9 per thou- 
sand of the population 1 No rehable figures can he 
obtained of the refined birth-rate, that is to say, of 
the births compared with the number of women of 
child-bearmg age But it may he said in a general 
way that women hegm to bear children at an early 
age and also cease very early 

The mcrease or decrease of population depends 
not only upon the birth-rate but upon the death- 
rate In India, the death-rate is abnormally hig^ 
as compared with the death-rate m other civilised 
countnes About a quarter of the children bom 
die withm the first twelve months Durmg the 
years 1901-1911 the average death-rate was 38 6 per 
thousand In the modern cmlised communities, 
the normal death-rate vanes from 13 to 21 per 
thousand^ The high rate of mortahty in India is 
due to several causes, — fammes, epidemic diseases 
want of proper food and good dnnhing water 
insanitary condition^, and the impaired vitahtj 
causeX by early maniage^ In bad seasons th( 

^ The calonlationa of birth end death rate are those of Mr 
T Q Aokland as given in tho Oenmt Repori, 1911 

• In England, tho birth rate in 1912 was 23 8 per thousand am 
the death rate 12 9 

=‘The Famine Commissionors of 1898 said m their Report 
“Epidemics may sweep them ofi by tens of thonsands withon 
attracting attention, because these agencies are mcessantly a 
work. Famine, wbioh intensifies their activity, is more con 
spionous from its less regular occurrence, but it is really onl 
one, and perhaps not tho most deadly, of numerous influence 
by which nt present human life is cut short, and which can b 
effeot^y counteracted by tho general advance of society i 
wealth, knowledge, and matenal resourceB ” (p 29) 
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population, usually decreases , while in good 
seasons there is Ein increase of population, this 
being due not so much to increased birth-rate as to 
the dimmution in mortahty The mortality m towns' 
is a little higher than in the country, probably^ 
because of the greater congestion in the former 

Accordmg to actuarial calculations, the estimated Actuarial 
expectations for male and also for female hves, for duration of 
all India are materially below those deduced from 
English hves at all ages The Indian expectation 
at birth is 22 59 years for males, and 23 31 for 
females, while the Eughsh is 46'04 for males and 
60 02 for females, the differences bemg quite marked 
throughout life The estimated expectations lie 
below those of 1891 and 1901 at all ages, which 
shows that the ^ural^n of.Jbfe of the people is 
becommg pro gressively shorter^ This is a serious' 
state of thmgs, and it demands the immediate 
attention of the state as well as of the educated 
commumty 

kligration is another factor which affects the Migration- 
size of the population' Migration is of two kmds 
internal and external Internal migration, agam,' lutemni, 
may be casual, temporary, periodic, semi-permanent, ^ 
or permanent Casual or temporary movement of 
the people from one proiunce or district to another 
goes on continually For mstance, the factory 

^ In 1891 and 1901, the estimated values wore 24 69 and 23 63 
respectively, as compared ■with 22 69 m 1911 The estimated 
values for male hves m England rose from 44 07 m 1901 to 46 04 m 
1911 These figures have been taken from the Actuarial Report 
of Mr T Q. Aokland, moluded in the Census of India, 19JJ 
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hands m the Calcutta mUle ate all drawn from 
up-country Periodic movements arc due bo the 
seasonal demand for labour Semi-perm anent moi e- 
ments also are not infrequent But the permanent 
type of emigration, or colonisation, bakes place verj 
rarely ( The conservative habits of the people, thoir 
love of home, their poverty, their lack of knovt ledge 
of the labour conditions m other parts, all tend to 
keep them tied to their native villages. One im- 
portant mstanco of a permanent movement, during 
recent years, has been the migration of a largo 
number of people to the Canal Colonies m the 
Punjab 

External migration may take the form cither 
of emigration or of immigration The former 
serves as an outlet for the surplus population of the 
country , but the actual total number of emigrants 
from India is so small that, for practical pur- 
poses, it is not of much importance'- Tlio number 
. of permanent immigrants into the country is exceed- 
ingly small The question of emigration as a measure 
for rehevmg the pressure of population deserves 
careful consideration 

3 At tho time of the last Consus, the total nvimbcr of cmigmnta 
from India to other parts of tho British Empire was filightlj m 
excess of a milhon The present tendency of emigration is to Ml 
in number In 1900 1 tho total number of emigrants srho loft 
India 'was 20,608, bnt m 1910 11 it was rather less than 16,439 
These emigrants usually go to tho British colonies (Manntius, 
Natal, Bnlish Guiana, Bnfish West Indies, Fiji, eta ), and to 
Dutch Guiana os unskilled labourers (SlalhttcaJ Abslracl for 
Brttxsh India, p 227) The conditions of oxislcnco m the 
Colomos for Indian emigrants are yoiy tar from satisfactory 
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The caste system and social customs used m days 
of old to prevent absolutely the movement of labour 
from occupation to occupation The influence of from 
caste and of customs is, however, growmg less every 
day, and restnctions are gradually passmg away , but ocoopation 
even now the movement is very far from being free 

In the course of the last ten years the popula- inorcnse of 
tion of India has increased from 294 millions to 
315 millions '^The rate of mcrease has been a little 
over 7 per thousand per year"^ How the question' 
arises whether the population is increasing too fast 
There are some thinkers who are alarmed at the 
rate of mcrease, and who assert that the pressure 
of population on the^ra^ans olsubsistenceas one of the " 
chief causes of the extreme poverty of the people, and 
who predict that this pressure, if allowed to grow 
unchecked, will m the near future produce great 
misery in the country As a matter of fact, 
although the population is growmg, it is not 
mcreasmg as rapidly os m some of the other 
civilised countries^ Moreover, as Prof Seligman 
points out, the problem of population is not onej 
of mere size, but of efficient .production and equit-|V 
4ible_distrj.butiom The law of dimmishing returns 
appbes with full force only to agriculture, and the 
real antithesis is not between population and food, 

^ Tho incrooso ib to bo accounted for partly by an incrcaso of' 
area and partly by the adoption of a more cnroful system of 
enumeration, besides tho actual growth of population The 
rate of increase m England and Wales was 12 17 per cent dunng 
1891-1901, and 10 91 per cent dunng 1901-11 In India the 
rate of mcrease dunng 1891-1901 was only 2-4 per cent 


38 


INDIAN ECONOMICS 


but between population and wealth When popula- 
tion increases, but the production of wealth remains 
stationary or increases in a lower ratio than the 
growth of population, the only possible consequence 
IS the greater misery of the people ^ And tins has 
been to some extent the state of things m India in the 
past If, on the other hand, wealth and productl^o 
efficiency are mci eased simultaneously with the 
mcrease of population, the country will be able to 
support a much larger population than it does at 
present This view of the future is held by, among 
others, ^Ir E A Gait, one of the editors of the 
^Imperial Gazetteer of India} who says “Apart from 
the non-agricultural forms of emplojmont which are 
rapidly growing in importance, it seems certain 
, that, even in the most crowded tracts, more scientific 
farming would greatly mcrease the present produce 
of the soil There are, besides, many parts, c.g 
Burma, where, even under present conditions, ample 
scope remains for expansion , and many others, such 
as Western Eajputana, where, wuth the aid of 
irrigation, crops might be grown on what is now' a 
sandy desert" 

‘ Vide Tht Ivipcnal OazetUer of India, 1900. 



CHAPTEK IV 

THE SOCIAL STEUCTUKE— 

SPECIAL FEATURES OF INDIAN SOCIETY 

1 THE CASTE-SYSTEM 

The most stnkmg feature m the structure of Hmdu 
society IS what is known as the caste-system It is 
a very ancient institution, but when and how it 
first appeared it is impossible to say with any 
degree of certamty 

We find it vaguely alluded to m a few passages Origin, 
of the Vedas, and recognised in Menu’s code, m the 
great Epics, and m the Puranas In the Bhagavat 
Gita, Sreeknshna, the mcarnation of the Deity, says, 

“ I have created the four castes accordmg to the*’ 
quahties and occupations of their respective! 
members” This seems to he the correct view of 
the oiigin of the system ^ 

^ M Senart was perhaps right m saying, " Caste is the normal"^ 
development of ancient Aryan institutions, which assumed this 
form in the stru ggle to.adaptLthem selvea to tho.oondj.tiona^with j 
w^ich_they_came_into_oontaot _in_India ” It appears quite 
probable that, being surrounded on all sides by hostile abongines, 
the Aryans found i t necessar y tojset japarJ; the hardiest por(non» 
of the population for the exclusive occupations of irar- and' 
^vemment Thus perhaps was formed the Kshatnya caste. 
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The essential feature of the system is that 
birth determines irrevocably the whole course of a 
man’s social and domestic relations, and he must 
through life eat, drmk, dress, marry, and give m 
marriage m accordance with the usages of the 
community into which he was bom ” ^ 

Mabomedanism, in its pure form, inculcates 
equahty among all followers of the religion and is 
opposed to the system of a hierarchy of castes 
But m India the contagion has spread to the 
Mahomedans, among whom caste tendencies are 

Then, as engagement m warfare was found incompatible with 
the performance of religious ooremoniea and thejicquisition of 
learning and the imparting of education, the most intelleotual 
and selfless among tho people formed themselves into a separate 
class Thirdly, as the importance of agnoultiire, industry, and 
trade was reabsed more and more with the growth of civilisation, 
e third class began to devote thoir energies exclusively to those 
ooonpations , and lastly, the less cultured among the Aryans, 
together with tho conquered tribes, formed the Sudra caste 
In conrso of time, subdivisions of these original castes were 
mode, and many now ones came into existence In the earlier 
stages of national development, as M Senart points out, the 
principles tmdorl}nng the social structure of the Greeks and the 
Romans wore tho same as those of the Hindus In India, 
houeicr, the distinctions became rigid and stereotyped,' in 
Europe, society was soon able to throw off the shaokles. 

A caste is defined in the ImpenaZ Gazelleer of Jndta os “a 
collection of famibos or groups of families, bearing a comnlon 
name which usually denotes, or is associated with, a specifec 
occupation , claiming common descent from a m^hioal ancestor, 
human or dn-ino , profomng to follow the same calling , and 
regarded by those u ho are competent to give an opinion as 
forming a single Jiomogeneons community ” How far this 
definition is oorreot it is not onr business to diseusa here 

' The Imperial Gazetteer of India _ 
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In sonic places, the social distinctions 
tinvG become qmto marlccd and 'vvell-defined. 

The caste*S}Stem has undoubtcdl}' many bad 
fcatuics, but it has some good points also -uhich 
are not often appreciated b} careless obsen'ers 
YHiether good or bad, changed conditions have led 
to a inodificatiou of the s\stcm Occupation is not 
now necessarily the indication of a man’s caste ’ 

Members of diilerent castes are now-a-days to bo -iCaste sjatom 
found in almost e\cry occupation Caste rules 
have now liccomc^less- ngid than before, and the 
modem tendency is to eliminate Xiom the system / 
such features ns have been found unsmted to the 


economic organisation of modern society 


The chief ocoiioinic significance of the system is Economic 
that it fixes absolutely the supply of any kind 
labour. The scope given for the play of competition 


thus becomes limited, and consequently the law of JLimitatmn of 
demand and auppl} is rendered either, inopei ative 


or opprcssivc-in its operation When there takes- 
place any change in the economic w'orld, labour is 


unable to adjust itself to the altered circumstances 


and suffers in consequence, sometimes very lieaaaly 
Wages and pnees have ^ery often to be regulated 
by custom or some oilier artificial means Fiuther, 
the institution of caste is ilbsuited to laTgc--Ecale-En5tiU?y to 
production, in which minute subdmsion of labour pt^ucUon. 
is e-^'ential, and winch requires the -supply of any, 
kind of labour to immediately -respond to- ther- 
demand for it Under_tiiQj:astOrEy3teui-the .people 


' lose their ai^aptabdity. to .changed circumst'ances 
The system, moreover, has its influence on the 
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character of the individual Where birth deter^ 
mines the whole course of man s occupataon m life, 
there is little chance of hiB capacities bemg always 
' put to the best use, and each profession may have 
to tolerate many persons who are incompetent or 
useless in that particular profession hut who-inay 
perhaps do better m some other Penymg, asjt^does, 
equal opportunities to aU, it often Hecomes the source 
of grave mjustice to large classes of the community 

The result is a great economic loss But, on 
the other hand, much economic advantage ensues 
from the fact that every man mhents a certain 
amount of sloll from his parents and imconsciously 
imbibes much of the technical knowledge from the 
atmosphere of the particular profession in which be 
IS brought up Another great merit of the system 
IS that, by hmitmg the influence of competition, it 
stands forth as the protector of the weak Every- < 
one finds a place m the economic orgamsation — ^no 
one 18 absolutely helpless 

Whether or no the merits of the system are 
greater than its defects is not a question for the 
economist alone to answer But the prevailing 
opmion seems to he that the advantages are far 
outweighed by the disadvantages Some would 
regard the caste-system as the chief cause of the 
economic stagnation of the country and the poh- 
wcal enslavement of her people^ ' 

nir 0 B Phipson, in his exceUent book, Tht Sdmct oj 
Cxmlmiiron, says “No system could be mote opposed to ' 
economic freedom than this [the caste system], or any devised 
more reatnctivo of economic development Caste presents 
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An imjtorU’nii in';lilulion connected witli the 

wa‘> the cn^t-^gVild of ancient times Thoc.i»tc 
Encii ca.'=to W seme exl<;nl, also a tmde-guild 
As a tmde-unmn U n^^d to insist on the piopei^ its functions 
tmining of iho voiith of its craft, to regulate ’nagos^ 
to deal with trade delinquents, and to supph courts^ 
of nrlniratimi for the rfUlcmont of disputes 

Its chief ohjccts 'ucre to regulate competition its objects, 
among own moml''‘rs, and to uphold the intei'csts 
of the iKiiiy in it? di'^putes with other craftsmen. 

Tlie decisions of the guild wore enforced by social 
jfOiiHitio? or fines The guild encoimigcd cfiiciencyi 
!>}' lUfan*^ of rouard'^, and d’scoiiragcd incITicicncj hy 
E'X'ml disj.rv'otir It alro exorcred the functions of 
ft mutual assmance Pocict\ ; and by finding eniploy- 
nioni for the unctnjdojcd and heljung the poor and 

- the needy, the guiUl-sNStcm aaoided the necessity of 
a poor-law. 

Tim cnstc-piilds of India wore, m many respects, 
simila*' to the guilds of nicdiao\nl Europe, but modittovii 
there were many points of dilTerence Tlicso latter 

- wore not endognmous, and there was no bar to the 
ndtnmbioii into the circle of outsiders who had learnt ' 

, the huKumss, The common occupation was a real 
i lie and a, rouixie of strcngili, not a B}nnhol of 

ft folid bftrrifr to incntal dccolopmciit f^cnenUIy, or, to that ‘ 
enquiry Into, or nift'iti’ty over, fbo iiowcrfl of nfitnio mthoot 
irbich there enn bo no rvnng to tho higher IoxcIb of cii ilipntjon 
ht Icivve”, tberrforc, eierj' people foib^cmont to if at tho moroj 
itf *vhafovcr more advanced nation Ja intorestod m subduing 
jthem . [In India] a fairly high level of economic develop 
^‘itjcnt bad Iwcn readied before tho institution of caste arrested 

s 

^ ^ farihor pro^ntiir ” 
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disunion m the different parts of society as in the 
case of the Hindu guilds Lastly, the European 
guilds might — as they did — expand and develop, 
while the Indian system was rigid and stereotyped. 

There was a time when these caste-guilds were of 
the greatest economic importance By their excel- 
lent organisation they largely promoted the produc- 
tion of wealth The famous fabrics of rural India 
were developed under the supervision of these guilds 
Caste-gudds as such are now to he met with only in 
a few places m India, ^ and even where they exist 
they do not exercise anything like their old influ- 
ence. But there are trade- or craft-guilds in almost 
every part of India, the objects of which are similar 
to those of the caste-guilds of old, but which are 
rarely strong enough to perform their duties in a 
proper manner The membership is not necessarily < 
confined to one caste | The bond of umon is not 
half so strong, and they lack the unity of sentiment 
and efficiency of organisation which ensure the 
success of the trade-unions of modem Europe and 
Amenca'!; 

The Mahomedans of India also have their trade- 
guilds, which are organised on pnnciples similar to 
those of the Hmdus But the democratic organisa- 
tion of Mahomedun society prevents these guilds 
from being stereotyped mto castes In some trades 
the guilds are well organised, and are strong enough 
to wield considerable influence over the members 

1 Tho mention of guilds in Knntilya’s ArtTiasastra proves that 
^oy existed long before the commonoemont of tho Chnstian era. 
1 he hlgbly^ievoloped gmld system at Ahmedabad still exists. 
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2 THE JOINT-FAMILY 

( In India, tlie unit of society is not the individtiar 
but the family ^ Among the Hindus, this family 
'mcludes not oidy the husliand, the wife, and the 
children, but many more members besides The 
■ essential feature of the system is t hat the con sump- 
(tion of goo^ m com mon, an d every member of a 
( family ^ares m the _p.rosperit y or ad versity of every 
pother member. 

The Hindu law of property is essentially different 
(from the laws which regulate property m the west 
"In Europe and America ownership, as a rule, is 
'smgle, independent, and unrestncted. In India' 
•'cg^orat e pr operty.— JS-,Jihe~rule, and absolute 
'‘uSestncted ownership is found only m a few parts 
’of the country and in rare instances m the rest 
^The law in this respect is based on the jomt-family 
^system, which was, and to some extent still is, the 
^backbone -of Hindu society ^ 

^ Originally, "every Hindu family, and all its pro- 
■-'perty, was not only jomt but mdivisible^ Now it 
has ceased to be so , but so long as partition does 
Jmot take place, jomtness is presumed, and every 
^-member has the right of enjoyment to the family 
r'property ((The system is organised on the prmciple 
?(of subordination of ^11 members to the head — not on 
: 'cg:J)rdi nation or. eq uslityof all membersj 
/ There is a great deal of divergence m the 
■doctrmes of the various schools of Hindu law 
The Mitakshara school, which governs the greater 
.1 ^Mayne, Hxndu Law, p 293 ^Ibid p 332 


I Family the 
unit of society 


Consumptioa 
m common 


Jomt pro 
periy 


/ 
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Mitakshara, 
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pirt of Hindu society outside Bengal, is more 
n.’f'Tons in Us rogtrd for the Bccunty of the joint- 
j. f-sraih than the Dayabbnga school, which govem 
I^ngal proper According to the former, ancestral 
propertj i£ owned and enjo}ed bj the members of a 
fnmih ns a vrliole, tho share of each remaining 
nnaseorlamed until and unless there is a regular 
partition The peron who is the head of tho 
faiml) for tho time being is only the manager, and 
haq no right to sell or dispose of it in any way, 
ctcepl for the Iwnefit of tho family or for legal 
Dai ahhaga, however, gives greater powers 
to the head of tho family, and, according to recent 
d'^emons, he is considered as tho absolute owner of 
I tie projicrti, having full rights of disposal over it 
As for sclf-acquirod property, both the Bchools give 
ov ncr full rights to it 

Thn Joint-rainily system has existed m India for 
age-- but IS noir m a state of dcca^ It is regarded 
as a Me«“uig bv rome tbinbors and ns a curse by 
Lool.rl ut from an economic standpoint, it 
ejjj'ira to hue merits as ucll as defects Tho ' 
ch’t f merit las in the fact that almost oier^onc 
C'ui rnre of a Karc eultsistenco, Vihioli is the 
I'ril c-iiuhtinii of economic ndvnnremcnt (Children 
nro not lislilc lo be c^u^p adrift into tho world at a 
ti'o'* when thrir physical and mental capabilities 
^iT(^ y t vrjfb'i eloped Tltc^' reecivc a start wjiioh 
n a (T't.st rtdifinta^e to them in thcir race of 
bh Tim nvfd, Um weal, mul fho uifirm ni-e also 

U'fu of, and nro made useful members of 
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But, on the other hand, it should be noted that Defeats, 
when the means of subsistence are secured without 
any effort on a man’s own part, he lose s the great . ' 
incen1^::e_to_w^ and_is_apt_jtoJbecome„lazy^jind“ , 
dependent on othei-s Self-iehance — the great ^rl^tue 

without which no economic progress is possible — > 

IS thus discouraged ^^Economic freedom, which is 
such an important matter m the production of 
wealth, IS also curtailed Qy Moreover, the burden of 
a large family makes a man afraid to undertake 
risks and unwilling to launch on new ventures He 
is thus in a manner prevented from makiug the best 
use of his capacities ^ 

Sometimes, not only consumption but also pro- Sometimes, 
duction IB found to be m common. Every member ^mmon'’^^*^ 
contributes by his labour to the production of the 
family wealth In such cases, the members of the 
jomt-family are like the members of a communistic 
or co-operative sociely, and the advantages of th^v" 
joint system are secuie(kwithout some of- its i^ally)'" 
attendant_e}Tls (The situation is reversed in m- 
stances in which only a few work and the rest 
depend on them for subsistence i 

As for the balance, the economic gain is m some 
cases greater, and m others less, than the loss 

1 Jnstico Su* Sankaran Nair, comparing tho English with the 
Indian law, says “ Tho ono law is individuahstio, and based 
on the inmolahihty of contract, with tho result that success 
attended energy and labour The other was rooted in com- 
mniustio and family bondage, and was one of status-foste red 
^dolence and.atifle d all oa ergv^” (Article hea3ed~”Tndian Law 
> andTEnghsh Legislation” in the Ooniemporary Btview, August, 

1911) 
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’Wli'itc'Vf'r may ha\e been its mont-s m tbo past,' 
I'le s\stcin IS BOW steadily losing ground ' 

I hr Jrahomcdans also generally live under the 
j[oinl-lr*TOili svptera, but among them theio is no 
pre^uuiption of jointncss The bond of umon, m 
15 not so complete as among Uio Hindus^ and, 
cotisopientlj, the 8 } stem is far less ngid Tlio 
^ilabninodan law gucs the owner of the property 
for the lime being absolute dominion over ' it, 
whether such properly be self-acquired or ancestral 
Ho (.an disjwsc of it m any way ho likes, provided 
tint opeintion is given to the transaction during bis 
lifetime It la only ni respect of dispositions by 
will that tlio donor’s power is limited by the nghts 
of Ins boira. 

3 TJIE T^ttys OF SUCCESSION 

Tlioro is no euch thing as succession, properly so- 
c-'lled, m an undivided Hindu family governed by 
the "Mnakohara law The whole body of such a 
f.nmiv ■constitutes a sort of corponitioUj and, on tbo 
(hath of any member, the property devolves on the 
remauung mcinbcro by Burvivorship and not by 
^ s itc^a.'sioB Succession takes placo only when pro- 
prrtv IS separate Under tho Davabhoga lat^, 
how ever, succcsimn takes place even to the jomVi 
ptopj tv The whole of the property passes to the 
mih' clnidrcn, when there are any If there he no 
tinh thddren, iL passes to tho next of km 

mhir the Mahomedan law, the property is 
, <m the demise of iLs owner, among a laipu 
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lumber of heirs, many of the near relations obtam' 
ng shaies even when there is male issue 
The law of .primogeniture does not exist m India No primogom 
sxcept m the^case of nihng cluefs or m a few 
‘amihes where there is a special custom to that't 
iSect ( Thus, according to the Hindu as well as the 
Mahom^an law of inheritance, property, whether 
'eal or personal, is divided among a number of DiviBion of 
lersons) The result of such division is that it ft^adTOntages, 
meyent^ the jiccumulation of wealth m a few hands , 
md enables a considemble number of persons -to 
mjoyjiioderate -wealth It minimises the distance 
•letween the high and the low, and fosters a large 
aiddle class. Such a system is admirably suited 
a one respect to the mdustnal progress of a country, 
or it gives to a considerable pait of the people 
omething to stait busmess with, and this amount 
ot being large enough to hve upon, most people 
re driven to work in order to be able to hve m the 
^andard of comfort proper to their social status 
5 fosters the growth of self-respect and develops''^ 

Abits of self-help and self-reliance among the .i ' 

3ople On the other hand, it hmders large-scale disadTantages. 
mduction for want of a concentiation of capital, 

'^id in a country where the Joint-Stock and the j ^ 
mitcd Liability Company systems are rare, it ’/ 
nds to arrest mdustnal progress 

4 THE VILLAGE SYSTEM 

As we have already seen, the great body of the 
opie of India is rural It is so, not because 
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tV do not hiow the art of building towns, 

br,i b-^cAiiso the occupation of agriculture makes 
it n'VC"'‘^’’TV for the people to live in Milages 

From the very earliest times, tho '\nl_lnge has 
nil ’js l»f>on ilio unit of administration in India 
Hero as in all other coimlnes of old, the people 
ga^hcrfiii together in Milages for better protection 
and mutual assistance, Tbc pcciilianty of India, 
howour, lies in tho fact that a sistem of village 
communif'os was developed in many parte of 
the count! which lasted inaiij hundreds of 
ycira Sir Charles Mctealfe gave an excellent 
dc'S'nption of these organisations, from which 
tho following lines are worth quoting “Tho 
viUs^o commumUes are little republics,^ haMiig 
nesrh e\cr) thing they can want within themselves, 
and ahito':! independent of foreign relations Xhoy 
to last uluTc nothing else lasts (Dynast) 
afo r dvnast) tumbles down, revolution succeeds to 
reiohition, Hindu, Pathan, Mogul, Mahratta, Sikh, 
rii.jh'h, are ell niastors in turn, but the village 
cwunmimtv roinains tho same 
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jAlthough the s ystem of village cQ g unimities ..is 
now m a state of decay, it has not yet been entirely 
overthrown^ It still exists in a state of greater 
or less completeness in many parts of India, especi- 
ally m the Punjab and Madras In Northern India, 
these villages are usually walled m, and the people The niiaga 
hve within them as compact groups Each village v- 
has its arable land and grazmg field just outside 
the limits of the mhabited area This land, 
together with the dwellmg-houses, is technically 
known as the village Its constitution and owner- 
ship may change, but the village itself as a local 
feature always remains the same 

The origmal cause of the foundation of village Origin, 
communities is to be found m the co-operation of a 
number of persons for clearmg the jungle and for 
defence agamst wild animals and neighbourmg 
enemies But the bonds which hold together the The bond 
village landholders are not meiely physical but social 
and econonuc 

There are two types of villages — the Eaiyatwari Two kinds 
and the Landlord- or Jomt-village^ In the first, Eaiyatwari. 
the village contains a number of cultivatmg 
holders who usually till the land themselves, but 
sometimes employ tenants These holdmgs— ._a rft_ 

^parate units — they are not sha res_o£-a^-^whole 

portion of freedom and indopondenoo ” So also, m regard to 
1 Madras, the Fifth Report, 1812, says “ Under this simple form 
: of Mumcipal Grovomment the inhabitants of the country have 
'hved from time immemorial The^ inh abitan ta^ye— thg msel ves^ 

^ nojironble abont the br eafa ng np and dmsionsji f Ki ngdon^” 

1 Fide Baden-Powell, Land Systems of Bnttsh India 

1 
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to thorn. aU. Tlie Ec\cral holders are 
ni=<t net in interest, and the only bonds ivhichj.imte 
tJicm are locality’, common subjection to the head* 
man, and common scrnccs of the villagc'arlisans 
and menials This form of village is universal in 
Mvlnis, Boinbai, Central India, and Berar; it also 
ongmath existed in the Central Pro\uucc 3 and 
Bengal 

In the I^andlord-village, the holdings of tlie 
calttvating landholder? are not separate units, they 
arc parts of the entire area of the village avhieh~is 
oimed by an indindual or a family Having the 
tlaini to bo superior to tbe cultivating landholders 
Tlio proprietary body ^ is of common descent, and 
mar consist of a largo number of co-sharors This 
co-shanng bod) rarelj cultivat es t he Jond_-itself , 
more often, the land is cultnatcd by a subordinate 
iKyl/ of tenants who pay rout to the landlord (or 

I\ of landlords) 

Tj’f're are tlirco principles according to which 
laim 13 diMdod among the co-sharers* (a) The 
anrc-tral or faimh-^haro system (known as the 
}^i art Eisiem), by winch each member of tlio 
eo ' nnng l>ody talcs J;he fraction of the wliole 
> nt 1 i a placi! m the family 'tree Cor --genealogical 
!* iM-'iiit'! out, (h) special custoinary sj’stem of 
ry. Fhanng m equal artificial lots (called 
>x-'c/.fiTn s}stcin), eharmg by ploughs, or with 


t't'j! n I n rroi>crtj' m Innd, ti.'i it is (ii«kn 

lU I* ** ^ raod^'m IriRtitution, 

ri r on the pubjert, conf^'j'W tha 

‘ IW.ll, Co^^munu^) 
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r^CTence to shares in -water, or shares in wells , and 
(c) the system of de facto holdings, by which what, 
each now holds is regarded as the measure of his"' 
interest The Landlord -village system prevails m 
the United Provmces of Agra and Oudh, the 
Punjab, and the Uorth-western Frontier Provmce 

Landlord--villnge3 owe their ongm to one of Sources, 
three prmcipal sources First, they may have been 
founded by smgle persons or giantees or revenue 1 
farmers, or they may have been founded by the ' 
^smemherment of the houses of ruhng chiefs, or 
thirdly, they may have been created tnbal 
grraps or colonist- associations, as for instance, the 
Jats and' the Rajputs. 

In each of the Eaiyatwan -viUnges there is an ViiingeofiBcow 
official headman ('called £atcl, mandal, or rcddi) The Headman 
His office has always been regarded as of great 


importance '^He often exercises petty magistenal his functions 
.po-^rs, and also decides petty suits either as an ““ 


arbitrajfcor or as a civil judge/ He also performs 
vanous duties of a general character, concerning the 
well-being of the village ^Fut he has no responsi- 
bility for the revenue, except that of his own hold-^/ 
mg'^ He holds a hereditary position, and is re- 
munerated by the grant of a plot of land In the 
landlord- villages the husmess of the village is and landlord 
enteusted to^ a punchayet or council of village 
heads, the leading man among them being selected 
as the representative of the body and the headman. 

He IS called the Imribardar, and is directly respon- 
sible for the revenue of the -village^ 


^ There may bo more than one luTribardar in a village 
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Another officer of the ^^ag 0 is the paiwan or' 
accountant He is entrusted with many^mpoxtant' 
duties He has to keep the village accounts of 
revenue payments by the proprietors or co-sharers, 
and outstanding balances, of rent payments by 
tenants, and of items chargeable to the common 
expenditure of the luUage He has to produce and 
keep the lullage maps, field-iegisters, and other 
records of landed nghts, shares, and interests He 
fills up the statistical returns of the crops sown and 
harvested, the number of cattle, and such other 
things He has to take note of^ all changes that 
occur in the ownerahip of land Lastly7~he^ has to 
report at once to the tahsil any unusual occurrence 
in the milage Besides these officers, there is a 
watchman or clmohdar in each viUage, and, in some 
cases, one or two other petty officers V' 

Until recently, each village constituted an^ 
industrial unit, of which the chief .^ture^wasj 
Its self-sufficieucy- It used to be, to a large j 

mmiator of Bukka Raya, King of 
V.aj,n«gar, datod ad 1187, tho following list of villag. 

(4) BlaSuh (3) Pnrohit, 

rnL Oil pTi (C) Monoy-ohanger, (7) Polico- 

(12) Worker m\k,n 3 ’ ^‘'sl'orman, (10) Barber, (11) Messenger; 

?ir T -tt^enwe Systems of Indxa, and 

“ R will bo soon t '^Rgo, Mr T Ramalnsbna says 

^ ^ l.ttlc,wo,ld m^teelf, having 

Its pint Id S7)i(« nf 11 , ^ pfcsorving intact tbo traditions of 

ferrign rinlwatton r a foreign government and * 

wpilnrly perfonn, tlio duties aUolled to him, and evciy 
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extent, independent of relations with the outside' 
world, so far as its internal economy was con-', 
cerned, for -v^hin jts own boun daries .the village 
jposaessed^ll the factors which were requisite for-the , 
supply qf^ite„few _wan^ “The great bulk of the 
people 13 agricultural The cultivators take lease of 
small plots of the village land either directly from 
government or from a landlord (or a body of jomt- 
landlords), to whom they pay rent. They work the 
land themselves with the aid of their family mem- 
bers and sometimes also of hired servants They 
supply the small capital from their own 8a%'ings or 
borrow from the village landlord or the money- 
lender They are also themselves the managers, 
organisers, and experts of their petty farms, and 
they carry their produce to the market — which is^ n 
held once or twice in the week — to exchange it for^ 
other commodities 

Besides the two classes of landlords and cultiva- oiassea in the 
tors, there is a third class of inhabitants m the 
village qonipose.d of Jfche ..artisans The weaver, the 

blacksmith, the oilman, and the jeweller supply 
the needs of the small society, and are recognised 
members of the village community The jpetty 
s^pkeeper performs the important function of 
exchangmg the different products The money- 
lender — who also usually combmes other functions, 
especially those of a wholesale gram merchant r— is, ^ 

tiling 'works like a machine Those that render service for the"' 
upkeep of the Tillage constitution are paid m gram or have some 
lands allotted to them to bo cultivated and enjoyed free of rent ” 

{L%fe in an Indian Village, p 83) 
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b) -sartue of his position, a very important 
member 

The services of the artisans, etc , used to be, and 
to a small extent stiU is, paid foi m land f In the 
village economy there is very little competition*' 
■with the outside world, thpyg^ within the vd lage the 
motive of self-mterest naturally prompts^ eveiyfiicij’ 
to find the best advantage for himself and 

profits are, to a large extent, governed by custoin 
and are comparatively fixed and melastia Division 
,of labour is carried to some extent, but as^diyision 
depends on the extent of ' the jna:^et„^it cannot be 
) ^,^™d \ eiy far^ Labour is immobile , andjvhat httlc. 
there is m the nllage is jocke d up m the^land. 

Iho different classes in the village are consciouB 
of tile fact that each is dependent on the others, 
and that the interests of each class are bound up with 
tiose of the rest Thus there grows up a strong 
sense of unity and solidarity which helps to preserv'd 
the integrity of the village- - ’ ^ ^ " 

The ullager hves a simple, and in years of good 
nncst, a contented life There is very httle 
ea 1 1 in the ■village, but the evils of capitalism are 
a so a sent The cultivator or artisan knows little 
nnf ^ luxunes of "urban life, and does 

hipliw'^ knows that there are things 

them world, and staves to attain' 

To-v ot uh^eli n''*'* '^™Potition, that prodigiDDH EOOlil 

-''•.vri, Ja"" ”J,'” Py •»»»-"?. ■■ 

o (1 tdc Maine, Vxllagc (Jommuntbu) 
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i Such was the village sj’stcm m its pure foiin But 
to-day It IS hardly to bo found in its entiret}' m any 
part of India^ The economic conditions of the 
country ate no^2^ undergoing a_more or le_^ss complete changing 
tran^OTTua^n, and the ^^llage must necessarily 
cliango Jo kc^ .pace-rvitluthe^ march of events 
IJie impact of western ci>» ihsation is also working a 
change in the ideas and ideals of the \TLllager, and is 
malnng it impossible for him to retain his old sim- 
plicity of life, 

' 6. STATUS AND CUSTOM 

In India, e'verj man is bom into a certain status 
m society and family, and the whole conrse of his 
life 18 determined by sneh status Custom was, in '' 
the ancient days, the supreme regulator of his actions | 
nnd relations in life ^he influence of custom is, 
however^ growing less every day.*' In India, as m 
every other progressive countr}', the movement has 
been and is from^tafa s^ to contract Yet even now 
't may ho asserted of a majority of the Indian people 
yhat their actions are governed more often by custom 
;han by free competition The late klr Ranade said, 

‘ There is neither the desire nor the aptitude for influence of 
jce and unlimited competition, except withm cer- ® 
jim pr edetermmed groups or grooves Custom and 
itate regulations are far more powerful than com- 
'letition, and status ^moro decisive^ m ite influence 

^ Status may bo defined as the jwsition or-BtandiDg,ofji.„manjisr; 
T*tetortniticdi not b y bia j )jynjrreo yTbi, but ^y_oircuniBtanoes over 
rhicb Jicjias no .control ' Statu^£ opposed to con^acL» 
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than contract.”^ The influence of custom, however, 
18 not necessarily hs,nnful. In many cases it u 
highly beneficial, for custom often stands forth as 
the protector of the weak against the strong It 
furnishes an alternative principle to-that of unlimited 
competition, which, while it makes the strong 
stronger, has often a tendency_tp__ertingum^tk 
weak. fOn the other hand, competition helps in 
■‘hanging out the best in man and nature, while 
custom not unoften hinders such development r' 
Under the Hmdu as well as the Mahomedan 
admimstration, and, to a large extent, durmg the 
early days of the British rule, custom usedjxi 
regulate rents *^Later, however, competition teed 
to assert itself in the fullest measure^ The govern" 
ment then reahsed that the effect of unlimited 
competition would be to injuriously aff'ect the 
interests of the masses of the people and to entaO 
great misery on them. They, thereforej decidec^ 
confine _the operation of competition witiimCieason 
able limits , and the mam object^f^heir rent 
legislation has been to secure to the tenants the 
rights conferred by custom Custom thus is 6 til| 
to a large extent, the foundation of rents m India 
The Eicardian doctnne of rent has, practic^lf 
speaking, little application here , and, consequently 
the conclusion drawn from that doctrme, namely 
that rent forms no part of the pnce of agricultural 
produce, is also inapphcable to the case of India 
Custom was the chief regulator of wages m Indis 

xr *’* Indian Economics, by the late Mr 

Q Ranado. 
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iiU tho middle of tlio lost, centnrj’’ Nowadays, 
iov.c\er, they are go^ornGd more by competition 
ihan by custom , but still they are not so elastic and 
*csponsi\ e to changes; of circumstances as in Europe 
ir America. ^Tho fluctuations in the rates of wages 
iTo' slight, — the deviations from the usual wage 
r.evels of any particular locahty are always confined 
Yithm narrow limits ^ In tho towns, owing to the 
'^rer-increasing demand for labour, competition has 
‘'low established itself as the determining factor in 
-vages, but in the country, especially in the remote 
■’.uUnges, custom continues to govern the earmngs of 
■’ abour to a large extent. Tho economic theory that 
wages depend on demand and supply of labour is as 
''.nio in India as elsewhere, hut the law finds here a, 
imitcd scope for its operation 
Prices also used at one time to be determined, to 
lOme extent, by custom But now'adays tliey almost 
ilways depend entirely upon the relations between 
. iemaud and supply It is only in parts of the 
country winch arc not easily accessible that custom 
. 8 now found to exercise any considerable influence 
rjn prices. 


on prices* 

/ 



CHAPTER V 

PRODUCTION 


1 GENERAL OBSERVATIONS 


con 

of 


Of the factors of production, natoal r^Qurces are, 
of course, of primary importance India, as 'we 
have seen, is veiy nch m this respect There is an 
abundance of fertile land as well as of miner^ 


resources The productivity of land, however, 
I depends on rainfall, which is a very uncertain factor 
in the situation. Land is split up’ into miUions ol 
small plots, which are held by a numerous body ol 


petty farmers Practically all land utilised for pur 
poses of production is subject to the payment of rent' 
I^bqur 18, except in industnal centres, plentiful 
Wages are low, but as the workmen are ignorant 
and mostly unskilled, the out-turn is comparatively 
small, and, therefore, labour can hardly be^^ul 
to be cheap Movement of labour from pkoo 


* The no rent margin la in most countries mvisiblo and 
finite , and the hypothesis of no rent land is true, m practice W 
distinguished from theory, only in countries where there end* 
an active competition among the landowners, and where tlK 
demand for land has not yet outstripped the supply of it. h 
India, although there is plenty of land lying waste in unpopuhiWi 
tracts, yet in the populated parts there is hardly any prodaotu* 
land loft unutilised. 


1 



PRODUCTION 


61 


0 placeJ 5 ^'^y^regiilar,_aiid that jroni occupation 
0 occupation ^ lare. Competition, when it acts, 
fleets the labourer injuriously. '-The labourer is', 
jligent and sober, but poor, unenterprising, and| ^ 
joambitious He possesses a natural quickness of 
atelligence,^ but education has not taught him how . , 

0 put it to the right use He is poor, and often 
eavily mdehted He usually works on his own 
ccount, and takes upon himself the functions of the 
apitalist and the husmess manager, which he is 
nfit to properly fulfil The digmty of labour is 
ardly appreciated by the higher classes of society ' 

.)ivision and differentiation of labour is practised 
xdy to a limited extent. 

^^.Inigenous capital is not only small m the capital, 
ountryT'BuTis atso shy.* Wheie there is wealth, 
ick of enterprise often prevents the owner from 
ivestmg it m profitable undertakings, for he does 
,ot fully recogmse the necessity of takmg risks, and 
as lost the habit of forecasting the future. 

Rusmess organisation, which is perhaps the most organisation 
nportant factor in the success of modem mdustry, 
as not yet been developed to any appreciable extent 

1 India Practical experience — the best school for 
earning business — ^has not taught the people how to 

^Sir Jotn Sbraoboy says, “The agncultural classes are oer- 
^only not inferior in intelligence to the peasants of many of the < ^ 
inntnes of Europe” {India, xU Admxmstraiton and Progrets, 

' 394 ) 

' * This IS beheved to be the result of the misrule from which the 
fluntry suffered in the eighteenth century, and which prcTonted 
le accumulation of wealth and dulled the desire of the people 
5 improve their economic condition. 
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manage big concerns and to properly discharge the 
multifanons and arduous duties of the modem' 
entrepreneur Industrial training and the acquisi 
tion of commercial knowledge have been, until recent 
years, most lamentably neglected The value of 
co-operation and combination is not yet fully appre 
dated i^Men of abihty and character rarely engage 
m busmess, and the result is that those who do, 
do not mspire the faith and confidence which is the 


corner-stone of modern industrial activity! 

These are the chief among the drawbacks whicli, 
m spite of the richness of natural resources, have 
prevented the production of wealth from proceeding 
at a rapid rate { The annual production is not at all 
comparable to that of any other civilised nation 
The country generally is not in a prosperous condi- 
tion There are some who would go so far as to assert 
that the condition of the middle classes of society 
as decidedly become worse than before, while the 
poorer classes lead a precanous^rt.pf^e^stOTce from 
years end to years end^ A large percentage of the 
pec^e never have a silver piece in their possession. 

® ^'’Verage farm production per head has been cal- 
a at Its 40 per year ^ The average mcome per 
by eminent Englishmen, is Es. 30 
j ut Mr WiUiam Digby and hlr Dadabhai 


accepted W °f SCcUtsltcs This is the figure at 

> In n, ^ (vide Economxc Journal, 1904) 

Sir Erelvn^ ^ “glitiea of the last century Lord Cromer (th( 
head the avorage inoomo at 27s p 

T^ohert 1880 at £2. m 1003, S 

Playfair rerardedT^^J’^ ^ Sir Patnc 

™e«^<=d the latter figure as the correct estimate 
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‘faoroji would put it at an even lower figure 
fi. calculating the income of the ordinary cul- 
vator or labourer, the incomes of the iich and 
■'ell-to-do classes must he deducted from the total 
ational dividend This would give us somethmg 
ke 18s as the income per head of the bulk of 
le people The income m India compares very 
unfavourably with the mcomes of the othei cmlised 
3un tries The average mcome of the people of tlie 
fnited Kingdom was twenty years ago, as given by 
Tulhall, £37, or 18 6 times as gieat as that of India 
he average in the United States was £39 , that m 
Vance, £27 8 , and in Germany, £22 2 ^ Smce then, 
ae average income m every country has consider- 
bly increased. The average in the United Emg- 
-om, accordmg to Mr Lloyd Geoige, is now £62 
£.n India, however, the income has not mcreased to 
ny appreciable extent 

. Reliable statistics of the wealth of India ^ are not Wealth 
^variable The average wealth per head of the 
, opulation has been variously computed at from £10 

' Vide Mulhall, Dictionary nf Slatialics 
* ® India was colobrated m the earheflt ages for her unmenso > ^ 
ealth She uvaB at one time the nohest country in the 
,orld. It -was tlie ■wealth of India -which -was the cause of 
le foreign in\ asions from the time of Alexander down to the 
} ghteonth century When Sultan Mahmud of Ghozm sacked 
le temple of Somanath, the booty was so large that it ■was ^ 
apoBsiblo to calculate its value At Kanauj, Mahmud -was so 
'^tuch struck by the splendour and magnificence of the city that 
'3 declared that “it -was only nvulled by the high heavens" 

■^he spoil of Nadir Shah uas valued at £025,000,000 (vide J S 
*otton, Colonies and Dependencies, and Lethbridge, History oj 
^idia) 
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to £20 ^ The average vrealfeh of the TToited Eong- ' 
dom is £334 per head, of France, £252' of the 
United States, £270 , and of Germany, £246 

This IS certainly a very gloomy pietnre , hut it 
need not fill ns with despair about the future. 
Strenuous and persistent efforts on the part of the 
people are sure to lead to an immense improvement in 
the economic situation. As a matter of fact, signs 
are already visible of the approach of a better 
state of things The defects mentioned above are 
not inherent m the character of the people, but are 
the result of circumstances which they are now^ 
endeavounng to control and modify IFe already 
find that a wave of enthusiasm for industry is 
passing over the land. A new spirit of enterprise ' 
,is abroad. Labour is trying to shake off its lethargy 
, and Ignorance , capital is overcommg its shyness , 
and the people are preparing themselves for a new 
and vigorous mdustnal life.'' 

The economic position, so far as production is 
concerned, may he summed up as follows: The 
productive capabdities of India are great. She 
posse^es an abundance of natural resources and a 
plentiful supply of cheap labour; but she lacks 
capital, enterprise, and organisation. The defats 


^ Giffen m 2903 Tb 

f-ic nnn <hgerent comitnea was at that date 

States, £18,000, Ge: 

Bacliea tL* n f i ^ ^ estunate of Hen- Stenunaa 
thja £550 l,Ti! Gennany incteases annaally h 

S20.000 miUioaT^ ^ mdhons, and now amonnts to neart 
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are, however, lemediable, and, as a matter of fact, 
attempts are bemg made to overcome them. 

2 AGRICULTURE AND MANUEACTURE 
COMPARED 

BeforApSssmg onTfo a somewhat detailed descnp- 
, tion of the agricultural and manufacturing mdustnes 
, of the country, it would be well to note the chief 
cliaractenstics of a mainly agricultural country as 
i compared with those of a chiefly manufactunng 
' country. They are 

, (a) In a mainly agricultural country competation, 

or rather freedom of enterprise — which is the chief 
; feature of modern industry — cannot have its full 
, apphcatiom The agncultiirist has to go to the land 
; for his work, but raw matenal can be brought to 
the manufacturer to be worked on by him 

(6) The agncultunst has to depend very largely 
•on nature, he has to adapt his work to the 
seasons But the manufacturer is more free m 
this respect 

(c) Agriculture does not submit to the large- 
scale system to the extent that manufacture does, 
and much less specialisation is possible m the 
former than m the latter 

' (d) As the produce of agriculture depends largely 

'on factors which are beyond human contiol, eff, 
^rainfall and other weather conditions, it is un- 
certam In manufactures the produce is sure 
r (e) In agriculture, the law of Duninisliing Returns 
:’apphes with full effect In manufactures, the effect 
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of that law 18 often more than connteibalanced bj 
the law of Increasing Returns 

(/) In an agricultural country labour la generally 
immobile, because it is mconvenient and wasteful to 
the labourer to move from one plot of land to' 
another , and where there is peasant proprietorship 
there can hardly be any movement at alh In a 
.manufacturing country' there are no obstacles to 
mohihty of labour beyond the ordinary obstacles of 
the Ignorance, poverty, and conservative habits of 
the labourers 

(g) As the operations of agriculture are fewmnd 

simple, there is much less scope for the division of 
labour in agnculture than on manufactures '' 

(h) The profits of manufactures are higher that" 
those of agnculture As a result, when exchange 
transactions take place between the raw materials 
of one country and the manufactures of another, 
although both countries benefit by the exchange, 
the gam of the latter is greater than that of the 
former 

(i) The production of wealth being larger m a 
manufacturing country, it is capable of supporting 

a more numerous population than an agricultural 
country 

ij) Lastly, whde agnculture enables a large 
number of people to live independently, and fostejs 
in them self-reliance and other moral virtues, 
manufactures tend to the destruction of the free- 
oin of the workmen and to the loss of some of 
tlioir higher quahties - 



CHAPTEE VI 

PRODUCTION — {Continued) 

1 AGEICULTURE 

?V.GiiicuLTTiRE IS, of couise, the most important 
"idustry of India. It gives employment to two- 
■:airds of the total population of the country, and of 
„ne rural population nearly 90 per cent are con- 
’.ected -with it, either directly or mdirectly 
T’ In a large country like India, the productivity of 
'16 land cannot but differ from place to place We 
j.ave on the one side the exceedingly fertile black 
-itton-soil and the alluvial land of the Gangetic 
'elta, and, on the other, the barren rocks of the 
ymdhyan hills and the sands of western Rajputana 
j jtermediate between these two extremes is to be 
^jund almost every possible variety of fertility 
peakmg generally, however, we may say that the 
^.nd iSa fertile, in India 

Land may be classified in a vaiiety of ways 
- .he chief classifications adopted are those mto 
''jiltivated and uncultivated, cultivable and non- 
'iiltivable 3 iragable and non-imgable , elc-phash 
''id do-pTiash, or in other words, land which yields 
le crop in the year and that which gives two 


People mainlj 
engaged m 
agritralture 


Productivity 
of land 


Land classified. 
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The actual produce of any year depends on tho 
amount and distribution of the rainfall Tho 
penodicity of the seasons often allows of two, and w 
a few cases, eg, the irrigated parts of the Mad 
deltas, of three, harvests in the }^ear Double-crop 
pmg IS possible in about one-seventh of the tr 
cultivated area of India 

The two mam har^'-ests are the th 

summer crop, and the Ta,h%, oi the winter crop r 
IJianf crops require much water foi their grow^^t 
and, therefore, are sown as soon as the south-wc*^ 
monsoon commences, and they are reaped between 
September and November 

The rah crops, as the name implies, are iJ! 
dependent on rainfall They are usually sown u, 
October and November, and they npen m Mar"’’ 
and Aprd TTie conditions affecting their growf^ 
being different, the character of the two kinds (> 
crops also diflers This difference m character 
however, is specially maiked m Northern India, ui 
18 less marked m Bengal, and stiU less in M^ra 
During the period of their growth they are eubjet 
to a considerable degree of cold, which limits 
choice of staples ^n Bengal and Madras, v., 
much the same kinds of crops may bo grown > 
summer and winter 

In the Bombay presidency, which gets almost ft- 
whole of Its rainfall from the SW monsoon, Icha’nj 
IS le c lof Ivind of crops Madias grows chiefly I 
rah crops, for it is in wmtoi that the N E monsi-«- 
>nngs ram to the provmce In Northern 
south-west monsoon ram gives the condihc 
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aecessar}’- for tlie growth of varied Ichanf crops, 
while the winter weather is well suited to the 
'alu 

Indian crops may ho divided into (1) cereals, 
^2) pulses, (3) oil-seeds, (4) fibres, (5) d}es, (6) 
.Irugs, (7) spices, (8) table-vegetables, (9) pot-heibs, 
10) miscellaneous crops, (11) fruits, (12) fodder 
lops, and (13) root-crops. This di%usion, how- 
ever, IS not stnctly logical, as some of the crops 
all into more than one of the classes A brief 
ccount of the chief ciops is given below, which will 
erhaps he found useful 

About 80^er.c^t of the cultnated aiea is under 
lod-crops. Ricp IS giown in areas of heavy ram- 
"lU, as, for instance, Bengal, As^m, Burma, and 
le coast districts of Bombay Not only is it fai 
" ae most important crop of Bengal, but over 34 per 
“ mt of the cultivated area of India is under rice The 
ineties of nee are innumerable In Bengal there 
two main hanests, the aJis, or early crop, and 
*<. le aman, the later crop Tlie aits does not reqmre 
I much rainfall os the amaii does. The ans nee 
all coarse, and is eaten by the poorer classes 
- one, but it serves as a provision agamst famme 
’ ben there is a failure of the rams Out of 26 
dlion acres cultivated m Bengal, 16^ miUion 
res are under winter nee, 5^ under autumn rice 
le total annual yield is about 30 miUion.tons Rice 
' an important crop m Aladras, Bombay, and Buima 

Although BongnI is tbo prmcipal producer of nco, Burma is 
'1 largest exporter (vide AgncttUural Statistics and the Moral 
■> I Material Progress of India) 


classification 
of crops 


The chief 

crops 

Rice 
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also In tho United Provinces and Oudh > it is 
grown either in damp localities or with the help 
of irngation. It is practically the sole crop m 
Deltaic swamps 

^Wheat IS grown in more or less quantities m 
every province The great wheat-producing tracts, 
however, are the United Provinces, the Punjah, 
Beh^r, the Central^Provinces, and Eajputana. The 
conations favourable for the growth~of wheat are 
exactly the reverse of those of nee , consequently, 
we find that, broadly speaking, w here nee thrives, 
not' Wheat is a TcJyi or winter crop, 
and wherever possible, it is ungated. The ar 
under wheat has greatly expanded with the ex 
tension of canal irrigation There are two cbiei 
classes of wheat, soft and hard Indian ,v ' 
compares very favourably with the wheats of othei 
countnes, and the total annual. yield is about 1 
miUion tons Jndia is, next to the United Sta .. 

an Russia, the largest wheat-produemg country I'l 
tho world h ^ j 


Bflrley is grown to a small extent all over India, 
an c uefly m the Umted Provinces It serves tu 
food for men as weU as animals Oats are a 
minor crop m India 


(in rniUion "^hcat in tho different countries sre 

nZ Z T 

l’? T, ”',”’ 7. Gemmy, 6, Doifd 

■'TOs in 1007 oo f Ti ^ bushels in those countrif* 

29 C 31 a '' ^ 1« 9, 10 6, Canada net 

S;manv L f ^ Smee then, the yreld per acre 

nj-Bteras of cultivation”^ mcroased, owing to improvei 
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Maize IS grown m most parts of India, but in Maize 
the United Provinces it forms an important food- 
crop 

Millets are grown extensively m almost every Millets. \ 
:part of India There are several varieties of 
^this crop, the chief being jnar, bajra, and xagi- 
jnai, which is the staple gram-crop of Southern 
; India Millets are also cultivated as a fodder- 
rcrop 

Among cereals is also classed buckwheat, the Buckwheat 
gram of which is very noimshmg It is grown m 
jthe Daijeelmg hiUs and also m the Central 
tProvmces and Behar 

, Next to cereals, pul ses oc cupy the.most important 
.place as food-giains Yanons kmds of pulse-crops Pulses of 
ar^ grown m India , the most important of these 
are arahar, c}ian<i, musurt, urd, mug, and Tcalai 
, Pulse-crops thnve best m the Umted Provinces 
jand Behar In the Deltaic portion of Bengal the 
“quahty of these crops is not very good, an excess 
of ordmary salt being mjunous to them Some 
^of the varieties of pulses are used as fodder for 
cattle 

■ 1 

Oil- seed s form very important crops m every Oilseeds, 
^part of India Next Td^'cer^ls they occupy the 
largest area m Bengal, and the total yield is 
about 2^jDa3jliQn_tons There are several kmds of 
: these, the more important among them bemg 
' mustard {rge, sot son, and tori), Imseed {tisi), til, 
castor {rehii), soiguga and ground-nut Oil is also 
1 obtained from frmts, such as cocoa-nut and mahna, 

; from various flowers, and from cotton-seeds Of late 
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}ttr' * nnd ground-nuts have become 

HI tides of export, and there has beec 
T r't'Tp rno in their pnce\ Castor-seed is alto 
u'jp'-'t-nt b'-’Cause the cn silk-worms are reared 
ua itc leaf, llie enormous export trade in oil- 

b itivohcs a great loss to the countiy It is 
i>sirahlc, iheiftore, to export only tlie oil and to 
' rot "1 t!ie cake for use as animal food or manure 
in the lounti} 

Among tl'c fibre crops, jute and cotton, of coureCi 
rro the nio^tj important Bengal^ liolds the virtual 
jiKip'i] dv of jutc m llio world The area under jutc 
is a htilc o\cr 3 million acres There are exlonsnc 
erf i-i m = imc of the other prov^nces of India also, 
'.'hi h nnj prove suitable for this industry. It is 
c!n>.',h gruun on laud nhich is liable to be subinei'gcd 
m the raini season The condiUoiiB winch are suit- 
rbh for nc'j arc nbo smtahlo for jute It is a vorj 
piung crop Tlie lirst mention of jute as an 
artidu of expoit was made in 1828 Thiec-fonrths 
of the product arc now exjjortcd out of the country 
Till' of jiite m Bengal is now cstinnt^ 

at abmt & million hales (of 400 lbs each)* It 


t t"' tilt,- nl'mlinn Ini bvfin fnvrn (o tlio grofftb t' 
' t;nculior%l D*n,irtmcnt, it peems proKit'^^ 

^ w) 1 p\n In rtjiur' m tlio proMncpfi whore ihf cnij, 
't n requires ibo invctlmont of 

»ai(n3 to thr* orcamitftriwa ftf Bad 
r ' ^ hv vdncfitiou at Afoa^'dtud 

IV ^ *■/ 'ipriaiUurt, 1012 13). 

I W F * "i"!) DAmoly, £3 

\ l. T Jhreclor of iVgncultun:, 

J uu piio trad tn lU'Upv), lb, bar and 
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grown in many places whore nee used to he 
Ti before j and tins is a matter deserving of 
’delation 

*vo other fibrc-crops olhed to juto are Bombay 

0 or winch is regarded by experts as Mesta pat 

superior to juto, and sna^i-hemp Rhea is .Sirnnhcmp 

her impoitant fibre-crop Great hopes are 

1 tamed of the prospects of this industry m future 

-fibre IS also a useful economic product, which Moo fibre, 
own onl) m tropical and sub-tiopical countnes 
oUon^ holds a vciy important place among the Cotton 
iultural ])ioducts of India. The total area 
sr cotton IS 22^jmlhoD acres, and the annual 
I is about 4 A nnlbon bales It is grown more 
S3 over almost the whole of the countiy The 
iiipal cotton-growing tracts, however, are the 
IS of Guzerat and Kathianar, the Tinnevelly, 
ura, Coimbatore, and Ceded Districts of Madras, 
highlands of the Deccan, the valley of the 
ral Provinces, and Beliar. Tliey fall into two 
es cotton -crop and tree-cotton, hut theie are 
erous forms of the cotton-crop, and tree-cotton 
18 of several kinds In the Deccan the most 
ihle soil for cotton is the black cotton-soil 
quality of the product is inferior to that of the 
;;ed States, and the yield per acre is also less 

.asily prodaco 20 million bales, and that the area under 
enn bo increased by 3 2 million acres without affecting the 
crops of tho Provinces In order that India may retain 
aonopoly in jntc, Mr Smith urges the people to adopt more 
oved methods of production so as to keep down the cost 
/hus bo able to successfully compote with any possible nvals 
bis Jiiic Crop 171 1914 and Us Future) 
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- In Sji'.fl, F'^vptian cotton J>nil boon gi-own for several 
'k t, l(i‘l as It rcqmroa more ^\ntQ^ tlian other 
t-ina' of C"ttoo, American cotton has been snb- 
f?!t for Its “Cambodia” or “Tmnevoll)” 
f H"-', .thrli imported a few jenra ago, grows 
lu'K m the red of the ^fld^a3 Prosidenc} It 
'iiperi')r to ttio Amcr.ran vunet) in quality and 
piunmg out-turn Altbougli the cultivation of in- 
oottona aro more remunerative to tlio 


fan 'or m no,i-irneatcd tracts, Ibc prospects of the 
pni^bn'i un of long sf'*]tlo cottons arc decidedly 
favourable m the following parts Smd, Punjab, 
Cmra', Sf.nlhent Madras, and the Central Pro- 
'uirtv Mr Amo Scbmidt believes that cotton 


fuU’vation is capable of being gieatly improved, 
an 1 Cat the coiton crop of India can bo doubled 


\ uhont vv(ri tntorfeimg with the growing of food 


Ti'*‘ vimul (sill cotloiO trees (ns also the common 
O' \vh*eh ynia® wild ju mulv places) yield a silby 
nbre v.lnch cm bo converted into a valuable voge 
tvbb* alk cf fine quality. 
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Indigo was at one tune one of tlie clnef crops of indigo 
India The use of aniline dyes has, however, greatly 
dinunished its importance Its cultivation has now 
ceased in Bengal, but has been continued m small 
quantities m Behar and the United Provinces The 
chemical dyes are inferior m quahty to indigo and 
other vegetable dyes, and a reinval of this crop 
IS not altogether impossible 

Poppy cultivation is mainly restricted to Behar Poppy 
and districts of the Umted Provinces north of the 
Ganges In British India it is conducted on behalf 
of the government, and m pursuance with an 
agreement witii China, the area of cultivation has 
now been greatly reduced Poppy is also culti- 
vated in some of the Native States of Rajputana 
and Central India It is a rain crop 

The total quantity of tobacco grown m India is Tobacco 
large It is grown m every district , but the chief 
, places of production are the Tiihiit districts of 
^ Behar, Raugpur m Bengal, and certain districts of 
Madras 


The chief tea-growing tracts are Assam, the Dar- 
jeelmg and Julpaigun districts in Bengal, the 


/Nilgins m Madras, Dehra-Dun in the United Pro- 
> vmees, and the Kangra vaUey m the Punjab The 
amount of total production is about 300 million 
^Ibs, valued at about 11 crores The export 
/ trade of tea is already large, and there is room for 
'further expansion The cultivation of coffee is con- 
^ fined wholly to Southern India, and it seems to 
,be declining owmg to competition with Brazil 
:^The two mam centres of the cultivation of cinchona 
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nad the E’llgin lulls Ifc is a 
givrnnncnt monopolj 

Of Table Vcgot-ables a large variety is fomul m' 
Indn, The most common and important is {lotato 
It IS nsually grown after niis paddy or jute, in 
tracts of the countn where potato is the pimcipil' 
crjp it often forms tho only crop of tho }car 
D cp cultivation is essential for the growth of the 
crop Tho other common vegetables are pah-af*, 
bnnjah, cabhigcs, cauliflowers, tomatoes, and tur- 
nip'- Ahin to potatoes is cassava, called sxmulah' 
or This vegetable sometunca serves 

as the cb’of iockI during a famine .'It resists drought 
and iieldb a nourishing and palatable food A more" 
oitcndcd cultnation of this and other drought* 
le-ii'-ting articles is desirable as a protection against 
famine. 


No a here, perhaps, m the world can a larger 
snotv of fruits 1 


-t j viiu \y\jLX\j. WU 

aanotv of frmts be foimd than in India lue 
cntuaiion of fnuis is not, how’ever> imdertakCB 
"cuwdmg to proiior scientific methods If that is 
* onn the (juaht-\ of tho fruits is sure to bo imprmel 
an 1 )o \jfld greatly incroasod Hew fruits suited 
t to conditions of tbe climate and tlie soil ought 
-0 to 1-^ introduced India is capable net only of 
‘pp ’ing l» r--*df abiind.mth with fruits, but also of 
^ trade witli other countries 

tr 1 tmie,a \ory llounshing mdustiy 

,1 , ' ^ greatly declined owing to 

^ ^ ij-'jri it >011 of for, giign^j. g^-pj 

1^' pc 'iibihti'-'? nnd in recent ycni'' 

-eonii f,jgjis pf rowab Soga" 
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is regarded as a half-manufactured article In India 
it is obtained either from the sugar-cane or the 
palm The area under sugar is 2^ million acres, 
and the annual yield is about 2^ million tons 
Tile best cane is grown m the United Provinces 
and m some distncts of Behar Palm-sugar is 
manufactured either from the jmeo of the ordinary 
palm or of that of the date-pnlm The date-sugar 
industry of Bengal, which is now languishmg, is 
capable of being made profitable, as the yield is 
certain, and very little expense has to bo incurred 
for cnltivalion 

/Utliough spices of \nrious kinds aie grown in Spicos. 
different parts of tlie country, the total production 
is nob sufficient to meet the demand , and a great 
extension of their cultivation is needed. 


Among the miscellaneous crops the more important Lnoond 

, 1 T j It T Indmrubber 

are lac and India-rubber Lac is a resmous in- 


crustation formed^ on the tvigs ^of certain trees 
Assam, Burma, and the forest districts of the 
Cential Provinces and Uagpur are the chief souices 
of its Buppl}' The importance of India-rubber as 
an economic product is being recognised more and 
more widely every day, oumg to the numerous 
technical purposes for which it is utilised. In India, 
its principal sources of supply are Assam and 
Burma If the cultivation of rubber on a large 
scale could bo made successful m India, it would 


add materially to the national income 

SencultuTG was once a profitable industry, but Sorkuituro, 
towards the middle of the last centuiy it dechned 
At present it is showing signs of a revival It has 
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niul wth tho ndoption of propot 
ttiod; of Tr-innp, brtolnng. nnd reeling, is likoU 
tin v«' u ^Aurco of weald) lo the cotmtrj Iho chief 
(ir..a :=: m solco^od pan^ of Bengal, Assam, Hio 
reottA i’w.»\inees, and Kushnnr 

dlie crops most largch used as fodder-crops nro 
j' ir, I ijrti, and ^am Tn iho rnnjnb and m Bchar 
j -O'* 1= lorgelj cultivated as a fodder-crop It is 
a! ) nrewii in ^enie p trts of Bombay. In Afadraa 
r\7j ir t<tU tales the piece of ywr Sugar-cane, 
as e f' idler- crop, h used principally by tbo European 
\!l\n*eiv in Bt’har Gram", oats, barlo}, lurmps/ 
eu 1 pnellv pnM arc gromi m difleicnt parts of the 
to'nt"} a foflder-crop'’ Some hinds of ticca are 
m'ju ‘i'd\ %eii \nhinblc as supplying fodder for 
Verj hlilo, howmer, is known of the 
<"if pardinc fecilui2 xahiC) <11 Indian fodders Iti? 
m \h ,1 to - ij tint the culiualion of fodder-crops 
}ij ' i-'n uc'* 3 'in for the impro\cmcnt of cattle, 

and reh dde etatntics regarding the 
^ tr.i'])' '••} puGuf-o of India arc nut asnilable 
h' i tht^ follov \u'z tignvcs* vrdi gno tbo reader 
ftnpn'rinnft' ideo.- 


f 1 


Jnuiosi iveTi 

.>rl area of Ir-id h\ profc^'uonnl ftunev, 618 6 


* ''S and r fxr^ n, 
i,r‘ 'I fi.r cuUnalinn, . 

t !. d.lc A- ,-5^ tt, n (allow, 


80 8 
119 6 
IM 7 

r>r» 

40 6 
216 


)’<r ; !• d, - 
\n \ 

S'"* i' -if IT;) iii’th frojn^ 

'''■ 't‘ X— r lojj jo 
’ I t-r , . ,, .tjv 
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MlUlon acrcB. 

«Total area under food-grams, - - 196 


91 

„ other food crops, - 

7 5 

9) 

„ sugar, - 
„ colfee, - 

26 

95 

01 

39 

>j tea, - . - 

06 

3 

„ oil-seods, 

16 6 

33 

„ cotton, - - - 

14 6 

3) 

„ 3ute, - 

3 

39 

„ opium, - . - 

02 

3 

„ indigo, - 

02 

>9 

„ tobacco. 

1 

33 

„ fodder-crops, 

49 


Of the total area under food grams a little more Area under 
lan one-third is under nee, shghtly more than 
me-fifth under wheat, and about one-fourth under 
"hjra The average out-tum of wheat in India is 
l-J bushels per acre, while it is 31J- bushels m - 

"ngland. 

Arbonculture is a science akm to agnculture, Arbononiture 
'' lough trees can hardly be classed as agncultural 
; ops The forests m Bntish India are mostly 
'‘'ader State control. They are classified, for 
;iipaitmental purposes, mto (i) reserved, (u) pro- 
‘cted, and (m) unclassed or public forest land^ 

* The forests of Tndm are divided into six classes The 
* ’’rgreen forests are found m the West Coast of India, in Burma, 
the Andamans, and in the sub Himalayan tracts to the east 
\ey contain various kinds pf large trees The deciduous forests 
'^ur m parts where there is a sufficient rainfall , teak and sol 
i the most important kinds of timber The dry forests are 
jmd chiefly in the Punjab and Central India. The Alpine 
ests are in the Himalayas, where deodar, cedar, pme, oak, and 
uer trees grow The best example of Udal forests is the Sun- 
^rban m Bengal The riparian forests occur in the Punjab 
m Burma 
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aluabls feitilismg agency of surface soils by ( 
ringing up food materials from the depth of the I 
md and stormg them m leaves, which afterwards 
ill and get mixed up with the soils, J Lastly, they , 
erve as breah-wmds m locahties where high winds 
re an’ objection ^ It is essential, therefore, that the 
arnest attention of the people as well as of the 
rovernment ^ should be turned in this direction 

Pisciculture is analogous to agriculture Pish is PiBoiouiture 
iiluable as human^ food and also as manure” for 
^fricultural purpose Fisheries afford employment 
J a'bbn^id&ahle number of men, but the mdustry 
I earned on m a very mefficient manner, and can' 
jirdly be said to be a prpaperous one If proper 
•^ethods be adopted, India, with her innumerable 
^vers, streams, and tanks, as well as her extensive 
^-board, ought to have a plentiful supply of fish. 

* 

, 4n India, as we have seen, the land is spht up j Method of 
^to milhons of small holdmgs' Agnculture jg ^ “sncuiture, 
'^'msequently piactised on a small scale Cultiva- Bmaii scale, 

' on IS almost always extensive It is practised m extensive, 
le different provmces with an mfimte variety of 
“Wil, according to the varying conditions The 
"'eltaic swamps of ’Bengal and Burma, the dry 
^ ilands of the Carnatic, the black-soil plams of the 
^eccan, the strong cljfys of the Punjab, and the"'^ 

'bserts of Smd and Eajputaua reqmre separate 

odes of cultivation The Indian peasant is 

The Government have enacted special laws for the preserva- 
of forests, and they mamtam a large staff of oflScers, both 
T'oropean and Indian, for forest management 
'' IE r 
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Ignorant, and consequently the method of cultivi 
tion IS unscientific , but practice and the inhentd 
e'cpenence of generations have taught him the vak 
of a rotation of crops and the use of fallows* He 
knows what crops are smtable to a particular soi 
He sows and reaps at the nght tunes ‘He 
assiduous and does his best to get the largest retii 
from his field. But his poverty often preven' 
him from properly manuring his land,^ or selec'.i 
good seeds, or leaving his land fallow for a sea.. 
The implements used are of the simplest kmi 
hut they are well adapted to the needs of t 
peasant 


Considering the circumstances of the peasant aoi 
the conditions of Indian agriculture, it may be sai 
that, on the whole, the peasant is efficient Wks 
the peasant pnmarlTyVahfcs Ib mbie’' capital Wit' 
greater capital he would 'be able -to spend more i' 
manures, he would purchase better cattle and fpf' 
them more properly, and he would be able to supply 
his land with the required amount of water T 
peasant also lacks a knowledge of unproved metb 
0 cu tivation, and, to remedy this defect, agnciil 
turai education is necessary 

As agnculture is the cluef industry of 
country, and as the success of other industnr 
depends on the supply . 

mprovement of agnculture ought to engage 
senous attention of every thmker in India ^ Wn. • 


ftirav lo tJiP 7 . cneap mannro, -which arc u 

to the great detnment of the eoiL 
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luggestions have been made from time to tune for Suggestions 
he improvement of Indian agriculture Some of “raotiSi 
hese suggestions, however, have come from men 
vho have not taken fully into consideration the 
arcumstances of the cultivator and the conditions 
mder which he has to work. The scientific i 
nethod of cultivation mvolves large tracts of land, \ 
leep ploughing, perfect ungation, good manuring / 
ind proper rotation of crops , and thus necessitates 
he expenditure of a large amount of capital which ^ 
s beyond the means of the ordinary cultivator 
There is a good deal of truth m the remark made 
ong ago by an Indian daily newspaper, which said, , 

.* The native cultivators have nothing to learn so^ - ' 
ar as unscientific agriculture is concerned, and thej 
idoption of scientifio agriculture is wholly beyond^ 

118 means” 

There is, however, much room for improvement Much room for 
wen under the present conditions , and it is mder^presHit 
lelieved that the mtroduction of improvements mto 
’he existing methods of cultivation will mcrease the 
ueld of fields by 15 or 20 per cent^ Uo-operation 
,mong farmers can go a long way towards solvmg 
ome of the problems and removing many of their X 
lifilculties Tor mstance, the farmers may com- 
)ine to purchase improved implements for them 
'ommon use, or they may jom m constructing wells i 

Mr F Smith, Dy Director of Agnculture, Bengal, beheves 
5 hat the average yields per acre of all crops except jute can he 
onhled, "while that of jute can bo increased 70 per cent He 
jhinks that by education and the apphcation of science to agn- 
Jnltnre, the annual national mcome can easily be doubled 
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'for supplying water to their fields, or they mar 
’ leave common pasture-land for the grazing ol 
, cattla The Co operative Credit Societies, if pro- 
perly woikcd, are likely to bo of ininienso help k 
the agriculturists 

Scientific e.\pciimenls, carried out inth a ful 
regaid to the circumstances of the country, v' 
prove useful m many ways Agricultural fail's an- 
shows may be of much use to cultivators 
demonstrating the advantages of improved implc 
ments and of good seeds and siiitiiblo manure 

Some agnculturol experts despaii of the improve- 
ment of agiiculture because the) have taken tlk 
Indian peasant to be “ a living emblem of inertia,’ 
But, m reality, the peasant is not so cousoivativi 
as he IS often supposed to bc^ Ho is not quib 
unnilhng to adopt improved methods, but thes 
must be shown to be capable of giving bettt 
results In order to induce the jicnsant to adopt 
miproved methods, the exports must prov'e, nob & 
paper, but by actual farming, tliat these are pa}ait 
and are suitable to the conditions under which tk- 
cultivator hves”- As Mr D L Boy observes, “Tb 


^ I ide Dr Voelokcr, Improum'nt of Indian ApncuJlure 
Tlie scientific Bjstoni of ngnoulturc is feasible only if undM 
on by capitalist farmers ^ ho can afTortl to commcnco fottniri 
IrlflHt For tlio soicntiCo method of oaltivation, » 

advnnU tighna) of land is nccoasnry dk* 

LZcT f "gncultnro arc -the pro^sion d 

division nM ^ i. selection of good seeds, great's 

- of iais.ng particularT«? 

s or ol" . ^itabihty of each plot of land, greater rotati® 
crops, and larger scope for experiment With lh«’ 
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aeatdess of the costly and lieavy Sibpur plough, 

'ihc scienliTic value of artificial manure, the sleek 
ippeaiance of well-fed cattle have attractions of 
:heir own for the amateur; ^but ^_Jhe_pr_actical 
ygriouItuiisL^tho balance of _pro(jT is of mor e impor-^ 
^■^ipcDjnid^fa] _nioie Jempting ” ^ “ The mtroduction 
if Cambodia cotton into the ^Madras Presidency," 

«ays the Director of Agriculture, Madras, “is 
icrhaps one of the most stiiking instances m 
India of how leadily the ryot will take up a now 
’iulti\ation, if once ho us satisfied that it pays lum 
-x> do so 

' In 1889 the Government appointed Dr. Voelcker Dr Vodoker’K 
’’o make enquines into the condition of Indian 
igriculturo, and to suggest possible improvements 
Je submitted his excellent report m 1893 In Ins 
^eport he recommended the adoption of certain 
'neasurcs, which may be summarised as follows 
1) the spread of general and agricultural education, 

•,nd the preparation of suitable text-books in the 
r'emaculars for the purpose, (2) the extension of 
^ anals and other means of urigation to tracts where 

dvantages may bo compared those possessed by tlio farmer rrho 
■.orks on his onm account, vir-, tho mtonao interest taken 
.j tho culti\ator in Lis work, tho spirit of indopondonoo and 
J self-rclianco and other moral qualities which the system 
pstors, as also tho sooial influence which it confers on the 
^ossessor of land. It should, further, bo considered in this 
onnootion whether or not small scale cultivation is well adapted 
o tho land-tenure system and tho social environment of the 
onntry 

, ' D L Hoy, Crops of Bengal, p 8 
t * Agrtcullural Journal of India, vol iv pt 4. 
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they are lequired , (3) the more energetic ■working 
and popularising of the system of taccam advances foi 
ivell-diggmg and similar purposes , (4) the instifcU' 
tion by Agncultural Departments of orgamsec 
enquiry to ascertain the ungation requirements oi 
each distiict, (5) the cre<ition of reserves of wood 
and fodder (called “ Fuel and Fodder Fesen es ’*) 
the planting of trees along canal lianlis and railway 
lines, and the further encouragement of arboriculture 

(6) the contimiation and extension of experimental 
research aided by chemical science in reference to 
new crops, methods of cultiiation, manures, etc., 

(7) the trial of now implcinonta at Goiemmciil 
experimental farms, and the distribution of approved 
implements among the cultnators, (8) the distribu 
tion of seed from agncultural farms , (9) the 
location of stud bulls at Government farm!, 
and the encouragement of improicd breeding el 
cattle ^ 


Ibo extension of the dificront modes of irrigation 
and the adoption of such dry-farming methods aJ 
may be found successful by experiment, are likel? 
to increase the area under cultivation and thus adi 
to the agncultural wealth of the countij.' 
recent bulletin of the United States Department 
0 gneulture says that dry -farming consists no! 
0 y m raising crops in regions of moderate but 
uncertain rainfall by collecting and preserving“sll 
e moisture obtainable, but also in raising ce^ 

u ,. 1 ^ crops in districts wlieie the ram fall i! 
altogether deficient 

Dr Voelokor, Imprcncmml of Indian AffncuUurt 
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Undoubtedly, agiicultuinl education^ is essoniial Agricultural 
or the improvement of the condition of the agii- 
ulturist (Blit agricultural education must be 
^receded by" general education'" The Government 
.mparls instruction in methods of agriculture at 
bbpur, and several other centres Eecently, Agri- 
mltural Colleges have been started at Pusa and 
labour Behar The kmd of education, however, 

A Inch IS at present imparted m the Government 
schools hardly leads to any pi-actical results As 
>Ir bT. G blukherji, late leeturer at the Sibpur 
Jollege, observed, “Uoither the farm-labouier nor 
,be farmer, nor the landed proprietor care, as a 
'ule, for agricultural education ” These schools are 
neant for educated men — graduates of the Uni- 
rersit)’, but it is a pitv that the passed students of 
vhese schools do not start farming on their own 
iccount," but tr}^ to secure service nndei the ' 
Government. To be really useful, agricultural^ 

irainmg should consist of two paits, a higher and ? 
i lower, the first for turning out experts and j ^ 
irgamsers, and the secoud for assisting actual j 
lultivators m thoir work 

We have briefly dcsciibed the chief features of 
■be agricultural mdustry, and suggested modes of 
’improvement Por agriculture India possesses great 

^ Germany haa catabliBhed agricultural coUogcB and schools 
til over the Empire, and as the result of agncultural education, 

103 achic-vcd marvollous results m improvmg agnoulturo 

* Mr E Smith, m a recent lecture dehvored m Calcutta, 

\xprcssed the opinion that a middle class young man -worlong 
in 100 acres of land could earn Bs 250 a month. 
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natural advantages, and when they aie fully ntilised, 
they will surely add much to the wealth of the 
country Agriculture is important not only in 
itself, hut on it are based all pos'^ibilitics of the 
development of manufaeturmg industnes 


2 tdINING 

Akin to agnculture is the raining industiy, for 
both of these are concerned ivith the raising of raw 
materials from the earth As w'e ha\o already 
seen, India is very' nch in minerals almost of ciery 
,land,^ and there is hardly anything which she 
cannot produce if only capital, cnterpnse, and 
.techmcal knowledge arc forthcoming 

The decay of the ancient metallurgical and 
chemical industries injuriously affected mining in 
India, it resulted in the almost exclusive develop- 
ment of those minerals which can be consumed 
by direct processes on the spot, or which, on account 
of their abundance and cheapness, are suitable for 
export m the raw state Nei ertheless, during the 
past few years conditions have been rapidly ripen- 
ing in India for the successful reiuval along Euro- 
pean hues of mdustnes dependent on the ores and 
I of minerals “There is now,” says Sir T Holland, “a 
prospect of undertakmg the production of iron and 
steel which form the largest section of the bill for 
imported metals Copper, lead, anS some of the 


1 IS the T.ew held by S,r Tl.omas Holland, lately Di«etor 

1 Ind n P-P-r riad before 

the Induatnal Confereneo, 1905 



PRODUCTION 


89 


morgamc chemicals are also attracting the attention 
of investors, and active prospectmg operations are 
now bemg undertaken” 

Dining the last decade there has been a marked 
increase m the output of Indian minerals The 
to tal -value ;- of the mmeral pi oductions _of India is 
ahou ^ 12^ cr ores^ Coal is the most important of 
these products, the value of its production bemg 
over ^^crores Indian coal has now almost com- 
pletely displaced imported fuel The coal workings 
m India are stdl very shallow, only one shaft havmg 
been sunk to a greater depth than 800 feet Coal 
IS very unevenly distnbuted over India, about 
95 per cent of the produce bemg obtained from one^^ 
belt known as the Gondwana system, and the | 
remammg 6 per cent from the rest of India The-^ 
Jhema coal-field m Chota Nagpur proiudes over 
half the total output 

Coal output IB the dommatmg factor m competi- 
tive mdustry, and its importance will be more and 
more reahsed as the country advances as a manu- 
factunng producer “ The possession of native 
coal,” says Mr L G C Money, " means the 
possession of power It means that the nation is v 

gifted by nature with magnificent stores of energy 
which can be liberated to work the wonderful y 
machines which men have invented — which can be 
I ® 

I ^ The figures given here are for the year 1913 {Statislical 
Abstract for British India, and the Moral and Material Condition 
of India, 1914) In 1914, the output of coal m the different 
provinoes of India iras Bengal, 4J milhon tons, Behar, 10£, 
^Punjab, •05, Assam, 30, Beluohistan, 04, Central Provinces, 24. 


Total mineral 
production. 


OoaL 
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sxpressod 'vnll either as light or as lieat or as 
electncity ” ^ 

Gold® IS produced of the value of about 
crores of rupees The attention of European 

^Tbo mam cause of Bntish mduslnal progress le fhe ninoacf 
of Its coal output (2G4 million tons m 1010) But this aUi 
oxplams tho main cause of ite rdalivc mdiistml dtclino 6ms ' 
1876, tho coal output of the United Kingdom has increased froa 
133 milhon to 2G4 million tons (1910), ivhercnn tho ivorld’s oulpe 
has mcroasod durmg tho same period from 280 mrlliODa to 11® 
million tons Thus tho United Kingdom’s output ns porconlog* 
of tho whole was 48 por cent in 1876 nnd 23 per cent in 1910 
(inde L G G Money, Things that Matter, p 287) 

'‘Tho folloinng figures, taken from the Times, April 25, 1611; 
show tho details of gold mining during tho yoara 1903, 1909, ati4 
1910 


Name of Oom{«iir 

CspIfaJ 

Onteut In ounces 
for tho list 

yWidenfil 
pc. ' 



three jcira 



f2]8,0-12 

115 

Mj soro . . • 

£305,000 

\ 230,391 

115 ' 

1230,677 

115 

Nund 3 'droog 


f 77,5MC 

30i 

£283,000 

i 83,905 

40 



1 80,110 

412 

Oorogura 


f 80,023 

2>i 

£450,722 

i 89,789 

30 



V 91,791 

S2i 

Cliampion Reef 


1119,736 

20 

£200,000 

\ 112,132 

20 



Ul3,r>40 

23J 

Balaghat 

£308,000 

( 27, <338 
\ 20,872 

Nil 

Nil 


( 

1 17,C^9 

Nil 


In 1914 tho Nundidroog company paid a dindend of 35 per 
cent , and the chairman, in monng tho adoption of tho report, 
said that tho company had alread 3 distributed £2,000,000 among 
Its shareholders Tho Ooregum Co paid a dividend of 45 per 
cent, on proferonoo shares and 35 por cent on ordinary shares 
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-vras orijyrinnllv nircot-ctl to the Kolar field 
srea ^mmcriUH indigcnoitB vrorlaijgr! of unkuo\sn 
igc, mid since operations cominencc<l on a large 
'■cale Home t\\cnt)-fi\e >cars ago, the gold extracted 
las Tcaohed a value of about GO crorcs ^ Complete 
etums of alluvial gold-^vashlng v%hich is practised 
n mnnr places are not available - 
, Petroleum comes third, the value of pioduco Pct^ioum. 
being *=lighU} more than crores of inj'ccs. More 
’rapid pi ogress has liecu made during the past few 
yoa^ in de\ doping the petroleum resources of 
Imlia than rao'^l of the other mnicral products 
j Since the introduction of European drills into the 
fields some lliirtj yoair? ago the production has 
rapidly n=cn 

Of mansjancso India probably turns out a laigcr Mangnncao 
quantity of high-grade ore than any othoi country 
The value of the annual output is over crorcs. 
.pf^xupees. Only the high-grade ores are now 
worl ed, hut with tlie growth of the steel industry, 
it will perhaps be profitable to work the compara- 
tively inferior ores Theie being no smelting plant 
111 the producing centres, the ore is exported in bulk 
exactly as rained 

India has for many 5 cars been the leading suai. " 
producer of mica, tumiiig out more than half the 
world’s supply. The value of annual production is 
abou t .^bO^Uk-h^ 

» rjcf*- Sir T. nolland’fl S7e(c7i oftht Mineral Rcfourcts of India 
’Brc'lging opcmtioTis on n pretty large ecalo on the ri%or 
Ira^vnd> hare rcanltcd in the rccoiory of considerable quantities 
of gold every year. 
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The other important minerals prorluced arc salt 
jadestono, rvibies, lend, tin, and monanle 

Tlie production of iron oro lias now coiisidmbh 
increased owing to tlic activity of the Tata Iiw 
and Steel Com pan}* 

The number of mines of all kinds coming undet 
the Indian Mines Act in 1912 was 1147, of wind 
527 wore coal mines (including 329 in Bihar an' 
Orissa), 473 mica minea (including 395 m Bihi 
and Orissa), and 17 manganese mines The nimei 
gave cmplo}ment to an a\eragc daily number c 
104,302 persons (as agamst 11G,33C in 1011), of whos 
101,971 wero men, 50,507 w’omcn, and 5824 clnldrcn, 
103,980 worked undergronnd The labour matena’ 
IS very imfomicd, possesses little skill, and require 
coustant supervision ^ 

Most of the minmg industries are in the hands 
of Europeans But it is no nso complaining agaic't 
foreigners. MTiat is needed is to find out tlv 
cause and to apply tbo remedy Tlie real rca?Ki 
for this deplorable st-ato of affairs is to be found it 
the want of indigenous capital and enterprise, and it 
the fact that vorj* little technical and scientific know 
ledge 18 available in tbo country It is to bo hoped 
that in future capitalists will invest their money w 
mmmg industnes, and that the Stale mil offer jiroper 
facihties for the trammg of j oung men in mining* 


’ Moral and MaJcrlal Condition of India, 1014 
’ Sit V Tlinokersoj , in hiB presidential address at the ludwtral 
Uonferenoo, 1903, oamostlj pleaded for the training of yoii>S 
men in mining, so that tlioj may help the dovolopment o! 
mineral industnes in the oountrj 



CHAPTER VH 

PRODUCTION — (Conchtded) 

MANUFACTURES 

. the present moment India is very backward in 
matter of manufacturing mdustries But theie 
3 a time when she was one of the chief manu- 
tunng countries of the world Even as late as 
» eighteenth century, she was on a par with 
rope in mdustrial matters, and her manufactures 
nd a ready market m many foreign countries 
til recent years, Indian mdustnes were always 
rked by hand labour The artisans inherited 
m their ancestors or acquired by experience a 
cterity and skill and dehcacy of touch which was 
j surpassed by artisans of any other country 
t only did they supply the people with the 
icles of necessity, but they turned out works of 
of great excellence 

The metal mdustnes, and the cotton fabrics in 
-’ticular, attained to considerable magmtude m 
ny parts of the countr}’’ An able wnter says 
*n manufacture the Hmdus attamed to a mar- 
Jous perfection at a very early penod, and the 


llannfaotares 
in ancient and 
mediae! al 
India 


Their 

excellence. 
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‘ courts of Imperial Home ghttered ■mth gold and 
silver brocades of Delhi. The muslms of Dacca 
were famous, ages ago, throughout the civilised 
world Textile fabrics of inimitable fineness, tapes- 
try ghttenng with gems, neh embroideries and 
brocades, carpets wonderful for the exquisite 
harmony of colour, enamel of the most brilhant 
hue, inlaid wares that require high magnifymg 
power to reveal their mmuteness, furniture most 
elaborately carved, swords of curious forms and 
excellent temper are among the objects that prove 
the perfection of art in India ” ^ In the words o! 
Sir Wilham Hunter, “the mdustrial genius of her 
inhabitants, even more than her natural wealth 
and her extensive seaboard, distmguished »her from 
other Asiatic lands” The handicrafts were very 
often practised on a fairly large scale, and they 
gaio nse to big and wealthy towns 

In the latter part of the eighteenth century, 
the industrial^ revolution began in Europe, and the 
older methods of industry were completely super- 
seded by new ones By the adoption of methods 


1 ^ also M Marim in his Indian Empire says “ The eossamef 

f -n shawls of Cashmere and the brocaded 

silks of Delhi adorned the proudest beauties at the courts of the 

PmhnToJT Britam wore pamtod savages 

and d metals, elaborate carvings m ivory, obonj 

hiclilv wrn"' stoiiM, embroidered volveta and carpotl. 

and bi’fore T admiration of civilised mankind, 
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which Baved labour and materials, and by the 
■'Utilisation of by-pioducts, goods began to be turned 
cout at a much cheaper cost Machmery supplanted 
:ihand labour, large amounts of capital began to 
:be m vested m every mdustry, production on a 
tismall scale gave place to large-scale production, and 
^a better orgamsation was mtroduced. This great 
change led to a great mcrease m productive power. 
^Indians, however, remamed unaffected by the change 
-The Indian artisans contmued to work as their fore- ' 
^fathers had worked — ^ivithout capital, without the- 
^assistance of machmery, without organisation Each ^ 
,man went on working by and for himself as before , 
jjthe appliances he used were the same as had been 
im common use before the manufactunng era began,' 
^there was no co-operation among the artisans , > 
j.and division of labour was practised only to a - . 
limi ted extent No attempt was made to render 
^,the Indian industries more efficient by reorganising 
Ijthem on modem hues To these defects were 
^added the efforts of the East India Company and 
‘ of the British Government at home to rum the 
' mdigenouB mdustnes of the country Eor some 
,,tnne the mdustnes struggled for hfo, but were 
^tdtimately killed or cnppled by competition with 
trfoieign manufactures, aided by state action The 
^result was that by the middle of the last century ^ 
•^India found herself reduced to the position of an ^'■■ 
"^almost exclusively agncultural country^ 

^ Sir WiHiam Hunter says “ Many circumstances conspired 
'"‘*.0 injure the Indian mdustry m the last century England 
^ ixcluded these fabnes not by fiscal duties but by absolute pro- 
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All industrial activity and enterprise remained, 
paralysed for a long time In recent years, however, 
there has become discernible a tendency to better 

hibiUon A change of fashion m the West Indies on the abohtion 
of slavery took away the best oustomer left to India Then ^ 
came the cheapness of production in Lancashire, due to improve 
monts m machmery Lastly, the high price of raw cotton during 
the Amonoan war, however beneficial to the cultivators, fairly' 
broke down the local weaving trade in the cotton growing tracts. 

And whilst on the one hand the downfall of the native 
courts deprived the skilled workman of his chief market, on the 
other hand the Enghsh capitahst has enlisted m his servioc 
forces of nature against which the village artisans in vam try 
to compete The tide of oiroumstance has compelled the Indian 
weaver to exchange hia loom for the plough, and has crushed 
many of the minor handicrafts ” 

That eminent Justonan, H H Wilson, says “It is also s 
melancholy instance of the wrong done to India by the country 
on which she had become dependent It was stated m evidence 
that the cotton and sUk goods of India up to this period could 
be sold for a profit in the British market at a pnee from fifty to 
sixty per cent, lower than those fabneated in England It 
consequently became necessary to protect the latter by duties 
of 70 or 80 per cent on their value, or by positive prohibition 
Had this not been the case, had not such prohibitory duties 
and decrees existed, the mills of Paisley and Manchester would 
have been stopped m then outset, and could scarcely have been 
again sot m motion, oven by the powers of steam They were 
created by the saonfico of Indian manufacture Had been 
ludepondont, she would have retaliated , would have imposed 
preventive duties upon British goods, and would thus have 
preserved her own productive industry from annihilation This 
net of self defence was not permitted her , she was at the mercy 
of the stranger , British goods were forced upon her withoul 
j paying any duty , and the foreign manufacturer employed th( 
arm of poUlical m)ustico to keep down and ultimately strangle t 
icompetitor with whom ho could not have oontondod on equa 
ierms ” {Htslory of Jndta, vol i pp 638, 639, note) 
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things Bui, the situation is still full of difficulties DiiBouiuea 
Modern industry, to ho successful, must ho under- 
token by the educated Indian. But ho lacks the\ 
practical commonsonse of the business-man, and bis ' 
education has not fitted him for the discharge of 
the niultdfarious duties of rlic modern entrepreneur. 

His small capital is \vliolly inadequate foi the 
starting of business on a pioper scale, and there are 
feu banks, if any, ulnch would lie ready to lend 
him money Ho cannot coimuand the services of 
men who possess the lequusile knowledge and 
techniud skdi. The conditions aic so discoiuaging 
that he often giies up his idea in despair, oi, 
if he is of a sanguine temperament, goea hglit- 
hoartedh' into foolish schemes which can only end 
m failure 

In spite of the various difficulties in the way of 
,111 industriid regeneration, some advance has actually 
been made during tlie last two decades People 
nave now begun to leabso the advantages of co-* 
operation and combination Ignorance and apathy ‘ , 

Ire gradually disappearing before a new energy and but aro being 

> ° ^ -ni 1.1 overcome m 

I new spint of enterprise Educated India is takmg p^rt. 
nore and more to technical and mdustiial education 
:X) obtam a mastery over nature Capital is gradu- 
'lily overcoming its proverbial shyness Steam and 
olcctncity are superseding hand-power^ Attempts 

1 The Tatft Hydro EIcctno Works, opened m lost February, 

_iro espeoted to bo of the highest economic importance Power 
J)y the enormous volume of water is transmitted from the Ghats 
o the city of Bombay This power will ho of great benefit to 
*'io cotton and other mdustnes Ono uotcwoithy feature of the 
IE, o 
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IvMst: iinilc to rcxuc old nidustnos nnd noi? 
"n* cvoppiit^ up in o^er> direction 
A t'nef rcMow ot ilio nu>rc iinporront of tht 
IT, lu'-rncs wiU trt'e cu idcn of tlic present induslns! 
p I ,tirni of the CO nilr\ Tiie industries ato nsuallj 
c!'>‘-ithd under the follomng lieads (1) tcxlili 
faoncs end dn.v-’, (2) lood, dnnk and stiinuhitii.', 
(S) mi-tilhc menufaf tures, precious stones 

run ituiuTids , (4) glfiss-, eartlicn-, and stone-Mare, 
fd hud'bng rcipnoue-j . (6) light, fuel, mid forage 
(“) It hides tmd ic® *'ls, (8) uooil, canc, leaves, eU^ 
t'h dro[p>, dies, mituK and choniicals , (10) Icathf'r 
hn I etc , and (11) articles of eupplcmeiUarj 
ftMiU’t n C’Pl^. 

AVeiviiig IS the most iinpurt'uit industry of tb* 
oiutrj iieM to ngnculture Hand-loom \>ca\iE{ 
ni'-htxi a i>',>rftwtuin in tlie production of fine clotld 
hionn lui’fliith weie, m fact, fabrics of imnvallw 
d It* i\ nod heiuii, Tho preliniinari jirocesses c 
ptmeiiir elemmur prc'-ing. and spinning are alp 
' 3'ut,, f., Tit utdieano^ hi ihcmrolvcs Fonneriv 
t fftii u'd {n he hand-gmned, uiosll} hy nonier 
}! 't tirii. han't ginning has been supor^odcrl to rota 
"TUfti h} p 'iTvr- no't Cieiinng and pre'tsing ar 
vt'ri oft ' 11 cuMbmrti with gimurm in the 
f. ite" t hj>'nnsrr!; of tljKnt! lut! , and to eomeoxtcK 
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still is, a domestic industry— the chief occupation 
of women Odie indigcimus niethod is _slpw but 
.Qlicap Mr K 31 Havell thinks that this method 
cannot he matcnally uuproied, and recommends the 
establishment of more spinning mills Hand-loom 
weaving has suffered greatly in competition uuth 
jranchester, and hundreds of thousands of workere Effect of 
ha\e been tliroum out of work The v, Gavel's of Mml^Ttitioa 
Bengal, whocc fame at one time extended over 
Europe, have suflered most from foreign com- 
petition 

Wealing mills liavo been established m various 
parts of the country, but a laige proportion of the 
population is still dependent on liand-loom weaiung ^ 
Hand-loom weavmg, however, is more expensn^e 
than power-loom weanng As Mr A. 0 Cliatteijee^ 
points out, the comparative cost of weavmg a pound 
of clotli by pouor-loom m England is pics, by ' 
power-loom in India 17 lues, and by efficient hand- 
loom in India 21 pies Experts, however, thmk 
that there are several factors m ftivour of the 
han d-l(K )m, which raa} be summed up as follows 
'The amount of fixed capital needed is small, the 

, , _ . J- , , thehanaUoom 

coarser hand-loom ai tides are stronger and moie 
durable than those produced by the power-loom , 
artistic and richly-omamentcd articles can be pro- 
duced only by the liand-ioom , the hand-weaver 
possesses considerable advantage in his inhented 
skill , he has a low standard of hvmg and combmes 

^ ITor an account of indigenoua industnes, vide A C Chattorjeo, 

Notes on the Industries of the Ontled Provinces, and Mr Latifi, 

The Industrial Punjab 
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tho niduBtrj otlior <K.cxip ilion'i, notftbl) ngn 
culture , woujca v.ho, oh uccrtunt of llip efjcnl 
cusLoiiis ami tho s^sloin of Bi’ohruon, are f'cnorally 
dolwned from VrorKtn^ in tho fattoucp, c.m fini 
a pkco in the ludii.tr) , tho liand-isorler wk 
worlcB on his o\mi account woihs harder and kks 
greater interest in hts Mork limn tho fertorj 
latjourer 

The fact tliat liand-Ioom v-euvung Ins not entirelj 
died out has led many jJCvjjile to liopc tint tU 
industry inaj \»,t k* f i%cd Mr E. It and Mu 

A Cliatlcrton thnili. tint, hi the adojilmn of improve! 
methods, the Imnd-loom imn sm rosHfulh compiitc 
with tho power-liKun 'Ihis Imlitf, howoier, is nd 
shared by otlicr cxjtcrks, who find in the ost.ihhdv 
nicnt of weaving nulls tlic only nieain of meeting' 
Euiopcan compolilion. 

Among Uio means of imjiroving tho hnnd-looa 
industry winch have ken ‘•t!jr4e‘'ted from time b 
time tho foilownng are worthy of mentirtn (a) tU 
spread of elemenkny (iluniiou ro ns to raw tk 
intellectual stindard of tho cmnmniiUv ; (6) tho uK 
of elhcicut hand-looms, (c) improvements in pro 
Iimuiary processes , (d) co operation among weaver^ 
(c) demonstration to the wi, avers of succo'sh^ 
evpeiiments, (/) cheap credit (o) mlvances foi 
improved appliances, (A) heirer touch of tho weaver: 
with the customere so th.-t they mnv know the , 
demand of tho market, (t) the cat ihlishroent of ; 
small hand-loom factories 

During the last thirtv-two years there lias been , 
a great development of the inill-y caving induBtry; i 
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especially ia Boralny and the Central rrovmces In 
'ISSl, tlicrc were 55 cotton mills, m 1912, the 
Tininbor rose to 235, and they gave employment to 
'217,279 persons The pioduce of these mills is 
now able to hold its own against foicign produce 
'in quality , but the quantity* locally produced 
falls far short of v. iiat is needed to clotlie the 
entire population, and India has to import more 
r than 66 crorcs of lupecs worth of cotton goods 
from abroad. The suggested abolition of tho;^^ 
evciso duty on cotton manufactures, aided by the, 
sentiment, is likely to lead to a fuitber 
growth of the wcainng industry. 

The process of wea\’ing silk is the same as that siik-weaving 
-of cotton, but it requires gi cater care and hence 
the use of a spcciahsc-d kind of machinery The 
greater part of the silk produce is done by the 
. diand-looma The proliramary processes are mamly 
-cottage industries and practised as subsidiary to 
, other occupations. Their great advantage is that 
jhoy can offer employment to women of the middle 
classes A few silk factones have been estabhshed 
, ji Calcutta and Bombay 

Allied to weaving is lontting This industry has Knitting 
j'cccived a great impetus fiom the new spirit It 
jan give emplojnnent to a large number of women 
^ vho may he engaged to work with small machmes j 
n their own homes for piece- wages. Other cotton 
"ndustries are those of rope-making, caipet-making, 
ont-making, etc Cotton carpets or ffam form the 
mhject of an important mdustry in the United 
Provinces Artistic work on dress was at one time 
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tho mduBlry witli other oct\ipatione, iiotablj n»n^ 
cultiiro , women "uho, on itceoimt of the socm! 
customs nnd the sj’stem of eeelurton, lito generally 
debarred from working m the factories, eati find, 
a place in the imlmdry , the Imnd-workf r who 
works on his own ncconni works harder and Inka 
greater interest in hts work than Iho factoiy 
lalxmi or 

Tlie fact that hand-loom W’ca\ mg lias not entutlt 
died out has led nmny jiooplo to hope tint Iho 
industr> may 5 ctheFa\cd hli E B IlavellantlMr. 
A. Chattel ton think that, by the uloptiou of iniproicd 
methods, the hand-loom may succc'^sfully' competf 
with the power-loom Tins belief, liovovor, is fie! 
shared by other cxpciis, who find in the oatahliBh 
incut of wealing mills the only means of ineelii^ 
Emopean competition, 

Among the means of impronng the hand-loott 
industry which liavo been siiegcsled from tune k 
time the folloNvmg are worthy of inenlmn (a) tk 
spread of elementary education so as to nu=c tk 
mtellecliial standard of the commnnUy’, (h) the 
of etUcieiit hand-looms, (c) improvements m pre- 
liminary processes, (d) cO'Opci“ition among weaver:, 
(c) demonstration to the weavers of sncceasful 
experiments, (/) cheap credit, (q) advances for 
improved appliances, (h) holler touch of the weavers 
with the customers so that they' may Imow the 
demand of the market, (t) the cstablishmout ol 
small hand-loom factories, 

Durmg the last thirty -two years there has liecn 
a great development of the mill-weaving industry, 
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h; tln‘ fVntril Primiirc't In 

ri'- wa-a U”* imllf, , ut IPIC, tlic 

=. (<, 'ijj j {5„>-, < Mipla) mi'tit to 

>\<- t*f milh n 

t'v'j'A pi'ui jA Ji*n )t' nnj' it'" lUi 1 ,t>n priKltJCP 
iU iv^h'y: liu' fjj'^^snty l«xalh jntMhiccfl 

i^T nf v.J,‘t r ra y^’d lo clo{}i(' the 

nnd huU\ lies in unp<^rt nn^ro 
uC’ r** « v,ur{h of cn!l4n pufyls 

fi^nn c'r'^^'-d. I?" ^*-, 11 ^ an^htioti of the / 

u ‘,*3 rn e '■•on laHnsnVt^tre,-. mih-d by the 
,11; *i Jth/dy to hud to ft ftutlicr 
.j'-aytth )/ ♦hii 113 ;.t''try. 

Ibe pr'f' f' of vi'i'in^z p.lk t» the F’^iue ft*'' thftt ftill rrcaTmc 
kvi**.- j, 3 ;} h T*'ttitt5‘ /n U^'r «.ftTe mu! hence 
du* ' f *. 'l’■^"j'-^^-■tl hind of mchtnery, The 
jrk ,t^ r j ."t of th‘< jiU |•Xi^Iu^o jft done b} the 
f-ij-if P' ;n* Tlv' pri'h'nin^n j«’'o*’e<5-je*! nre uimuH 
- t«*h; tri' ■’ and pruc!i*^ed ar mib«^idmry to 

a;h'»- V, The*r ifrt it nd^mitAf^o ip tliat 
J,rr cft*3 o'T' r employ, anotu to ivomon of the middle 
'ho~'a j\ Kv plh fftctoricft hn\e been eslnlvhshcd 
n Cdftdti: fttn’ Ihindny. 

,\tHed tr< li hmttmp. Thin fndupliy Im*? KnUttng 

ft ,’'mt Jin}ft'ln*= from the new rpinl It 
•in g'he otni'h') ment (o ft Kifo numk'r of women 
\djn inoj h» fnpnyed to i\orh with eiiiftH niftchincs / 
ti their own imme-, for pmeo v.<ure*: Otlior cotton 
ndu.vtrA^ ore tho'-'"* of ropo-makuig, carpet 'Hmking, 
ent-umking. etc Cotton eftT]iclfl or r/nm form tho 
uhj<,''t of f’U niiporUnt indufttrv in the TJmled 
>ovjneeft Artistic v.ork on drcftft ^fts at one tnno 
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very itiucli m doinftiul, but is nO'\ in a Oecbniiig^ 
state. 

The intbqcnous woellon nubistri' of Nortliom 
Indm }ias suffered much m couipevilion cheap 
German goods Attempts ha^c Inien made dunne 
the last fifteen jeara or so t/) de\elop the 
industr) on modern hues In the Puniab awl 
the United Provinces, a number of woollen 
mills Imo been started, tboHi at Dlnriwnl and 
Cawiporc being llio most important among them 
lYonllcn carpets of good quabt} are made in Ibc 
United Provinces Ihe i-esrcitj of raw material « 
'of a good quality is an obstacle to the growth of' 
.the industrv 

Jute supjilics the raw m itenal for the mann- 
factmo of gunny bigs and things of the ‘■ort In 
Bengal, there has been an immense development of 
ibo mdustrj dunng tbo last half n. conlnri Mill3 
havo been established on both banlm of the 
Bliagiratln, and also m pci oral parts of East 
Bengal Tins industry is entivel} in tbo bands of 
Europeans 

The manufacture of paper was at one fmio an 
exteasivo hand inilu^tn, but now it has almost' 
died out Paper mills arc noas working at pcacral' 
towns , but tboy can hardlj be said to be in fl 
ilounshing condition^ 

‘Jlr W BiuH,Conulosor-cp"rtftttnchcdtofhorort-‘tBc«>nreh 
InsUtuto, Dchn\ Ihim, Li of opinion t}iat tbo inuitc pmsipi of 
Nortbem and Central India ore bbelr to bo of grrnt vatiio In 
wlluloso or pulp makuig Ho also tl.inl s that pulp made from 

bamboo Bbortly become n staple nrtmlo for tho production o! 
paper in India 
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Dyeing was at one tune a very thriving Dyeing 
industry, but the Indian dyes, though better and 
more lasting, have to a large extent been re- 
placed hy cheap andme dyes^ Dyes aie manu- 
factured from vaiious stuffs, such as indigo, catechu, 
il, safflower, lac, and tiirmenc The manufacture 
pf coal-tar dyes has been begun m some parts 
jf the country, but nowhere on a fauly large 
.5cala 

The manufacturing industries connected with Kice hulling 
'ood-grains are rice-hulhng, wheat-milling, bakeries, J^^gi etc. 
ind biscuit manufactures Dlour mills have of late 
.,oeen staited m many towns, but m Iforthem India 
aiillmg IS stdl done mamly by bond Small 
.Machines aie now extensively used for nce-hidhng, 

^md handy fiour-miUs aie also commg into general; ''' 
jse In Bengal and the Punjab, several biscuit 
lactones have been started 

, Sugar used to be one of the impoitant mdiistnes Sugar 
if India, hut it can hardly he said to be now m 

flourishing state Eefined Indian sugar fails to 
-lompete successfully with imported sugarjiecause 
if _ the. _wasteM _metho^_emp]pyed With the 
idoption of improvements m the method of pressing' , 

'^he cane, of boding down the juice, and of sugar ^ 
"^'efining, togetlier with an improvement m the pro- 
’^iuction of the raw material, the mdustry is hkely 
K) thrive once more The successful experiments 

^ Jusb at the present moment the British Government haa 
<ianctionod the expenditure of a largo sum of money for the revival 
If the dyeing mdnstry m England And thf'ro is no reason why 
^•the Indian Government should not follow this example v 
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made b) Mr Uadi. Mr H I) Cliatl<;rii and otlirnr 
ought to prove Iielpful to the rcM\al of tbo industry. 
Sororal small sugar factoncs haNO Imon started rn 
the countr> A large fictorj' lina l>een established 
m Bohar ivrth Kuropean capital .uid under European 
superv iBion 

I-eathei industry is progressing m India at the 
present moment' Chrome-tanning, which was first 
begun in Madras only a few ) cars ago, has now been 
adopted in almost c%er) part of the countT}’. 
Tannenes have been cstabhsbed all over tie 
countrs , the most important centres of itiamifrtotnrt> 
being Agra, Gawnpore, Calcutta, Bombay, Cuttack, 
and Madras 

Oils and oil-seeds form the subjects of useful 
indubtnes throughout tlio country, but llicro is 
ample room }ot for their further cxpaii'non Tho 
cotton-seed industr}' has inntcnally helpeil to make 
the Umted Slates one of the foremost among the 
^ mdiistnal nations of tiie world I’he ctport of 
cotton seeds insolvcs an immense loss to the 
country, and tlic desclopnient of Industrie'^ m 
connection with them is sure to lio useful lioth 
in a direct and m an indirect was 

In tho nietul industiies many of tlie local handi- 
crafts attain to considerable magnitude. “Tlio 
high qiialit) of iiatne-madc iron,” sajs Sir Thomas 
Holland, “ the early anticipation of tho processes 
now employed in iMitojie for the mnnufacturo of 

^ Tho common Iwlief tbnt lonthcr incloslnos -(roro not pmctLvjd 
in nnoiont Indm is ^vrong, for wo Qnd tho description of a large 
variety of Bkms in Kautilya’s Arihaituha 
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ic steels, and the artistic products in copper and brass 
LTgave India at one tune a prominent position in the 
^metallurgical world Copper and brass vessels 
Iwhich are necessary articles m every household 
bare even now manufactured m every district. The 
chief centres of manufacture are, however, Mur- 
25 shidabad, Srmagar, Benares, Mirzapur, Moradahad, 
f-and Mysore The artistic and jeweUery works of 
pMultan, Cuttack, Madura, Poona, and other cities are 
^famous all over India Busmess m these aits is 
-usually done on a small scale by blacksmiths and 
^silversmiths, of whom one or more are found m 
(uevery town and village Cutleries have been in 
eiastence for some years in different parts of the 
jj_,country The lock-works of Calcutta, Aligaih, / 
j^and Hathras, have been doing very good busmess - 
, The" manufacture of steel trunks is becommg a^ '■ 
^yery useful mdustry The alumimum mdustry of^ 
Madras has become important during the last twenty 
^years 

V The wasteful indigenous process of smelting iron, 
^j^jbron m small furnaces is a great drawback to the 
^^growth of the iron mdustry. Several iron and 
steel factories have, however, been recently estab- 
,j^,lished. The Tata Iron and Steel Works have 
^^'[started work on a very large scale, and are tum- 
^.mg out thmgs of a good quahty The railway 

1 Sir Thomas Holland rightly eays " In ancient times the 
eeople of India seem to have merited their fame for metallnrgical 
ilnll ” (tddc his Sketch of the ilxneral Resources of India) There 
ahtmdant evidonoe to show that steel was m extensive use in 
fOt^'tndia several centuries before tlio Chnstian era 
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companies have Uicir own worl<fl1jop% some of ^^hlcIT 
are of considorablo size 

The manufacturo of glasn by Mie indigenous 
motliod has existed from ^er>’ early times Jtanglcs 
are made of crude glass obtained from nh or ealine 
deposits on barren land FlaskSj inkpots, and 
such other small things aro blown from crude glass 
Glass factoncs were a few years ago started in 
several places, some of winch have had, howeier, to 
be closed. The factories in Upper and M’'eslem 
- ' India have to work under one great dpadvnniage, 
namely, that coal for the funiacc has to l>e hrought 
/from a great distance The other dilTicnllics which 
the gloss industry has to contend with are want 
of stalled kljottr, incx[H}ncnco of the rcquirenienti 
of the Indian olunate regarding furnaces, and dilfi* 
culty of glass blow mg in liot weather 

■\Yoodw'ork and carpentry are still in the main 
hand mdustnes. Saw nulls have, howeicr, been 
established in many parts of the countrj*. 

The once nourishing chemical indnstncs of India 
have been almost stamped out b^ tbc foreign 
manufacturer The foreign ebomical pioducl bO! 
obtained a supremacy in India, lumcicr, not merely 
because ifc is cheaper, but mainly beuiu'^o it can bo 
depended on for uniformity of quality Several 
factories — the most notable among tlicra being the 
Bengal Chemical Works of Calcutta— -have dining 
the last few years been doing very good w ork lu the 
way of reviving the chemical mdustnes of India. 

Perfumes and essential oils aro important indus- 
tries m the United Provinces Ghazipur, Jaunpur, 
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^ind Kanauj are famous for the produce of %fT and 
)ther pel fumes, rose-watei, and various kinds of 
')erfumed oils A few perfumery factories on 
vestern models have been estabhshed m Calcutta, 

‘Bombay, and some othei cities Soap is manu- 
%ctured by the mdigenous process, and also in 
-actones on modern hnes The soap factories of 
Calcutta and Meerut do busmess on a fairly large 
'cale 

^ The tobacco mdustry is very extensive, and is Tobacco 
Rowing m magnitude A higher rate of duty on 
baported products is likely to give a fiUip to the 
-ndigenous industry 

^ Dairy-farmmg is more akin to agriculture than Dairy-farming 
f.o manufacture, and can be profitably practised m l 
dissociation with the former It ought to be ajj 
lounshmg mdustry m India, but unfortunately 
ts now m a languid state The reason is to be 
'ound m the uneconomical me thod of work, the| ; 
leglect of hygiene^anJTireed of cattle, and thej -v.' 
want of pasture-lauds The supply of m i l k and. 
ts products, such as butter, ghcc, matlia, etc , has 
(P'eatly contracted The best efforts of the people 
-should be directed towards an mdustry which would 
(Supply them with the best and most nutritious 
rmd of food Por this purpose, the improvement of 
^lattle and an mcrease of grazmg fields are absolutely 
,issential.^ 

^ In Canada, dairy-fanning, ivith the allied mdnstnes, is fos- 
■lered by Government by the employment of experta and the 
I'^amtenance of dairy schools The Government of India also 
^nigbf, -well do something m this matter 
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Tho total number of fnctrjne'i or]i.Cfi bv inecbnnica! 
power v,as 25G3 lu 1311 A cU'-'-iliOfl list of the 
more important among them is gt\on below 


Cotton nnllR, 

i 


235 

Cotton presses, - 

. 

* 

nco 

Juto milb, 

. 


CO 

Jute pro't'cs, 

^yoollen imtls, - 

• 


115 



4 

Paper „ 

• 


6 

Amis and niinmimUon 

Df'tone? 


(Got eminent), • 


«- 

16 

Brewenos, - - . . 



22 

Docht ards, 



23 

Indigo faeloru's, 

Iron and brass foundne , 

- 

- 

}9 

83 

Lac factonci, 


, 

31 

Potrolomn refmcrie', - 



7 

Pnntmg proseco, 



GO 

luiihva} worlvsliop3 and faLtunc^. 


r>9 

Eico nulls, - - - . 



210 

Flour 



38 

Saw „ 

Silk filatures and mills, 

- 

- 

102 

C3 

Sugar f acton ca, - 



25 




28 


Tho spico at our coimnand docs not permit us 1 
give a full accoimt of all the imlustncs of India, and , 


fncfonei not wortod hy mcchM 
nrc^sln r l^actonofl for tho ginnmt{, donning 

fn^ho P *" Bomvfy, 133 

about " 1 I" 



,0 PRODUCTION 109 

,^vc to content ourselves with a brief and rapid 
of the most important of these It shows 
some advance has been made m the direction 
' ^ mdustnal regeneration 
it the value of the achievement is often exag- 
ed. Those who look complacently on the 

nous mcrease in the tiade returns, forget that 
greater part of the mdustrial development of 
countiy has been due to foreign capital and 
•prise. The mimng mdustries, the factory indus- 
► . and the more important of the mdustrial arts 
■ uainly in the hands of Europeans The profits 
• tmg from these industries, mstead of accumula- 
" m the country, are remitted abioad so that, m 
vordS of Mr A Chatterton, a high Government 

e presses Silk filatures are found ohiofly m Bengal and 
' and lao factories m Bihar and Onssa Flour nulls are 
numerous in the Punjab and sugar factories in the United 
aces and Bihar Rice mills and saw nulls are most numerous 
rma, nee and teak being the two pnncipal products of the 
ice They are mainly m European hands and are the only 
mdustries m Burma organised and vrorked by western 
ids Prmtmg presses are numerous m Bombay and 
IS Iron and brass foundries (mcludmg engmeormg work- 
) number 30 m Bengal and 22 m Bombay The Tata Iron 
r tool Works in Chota Nagpur commenced work early m 1912, 

, ave smeo been considerably expanded Their pig-iron has 
a market in Japan dnd some has been bought by America 
were 119 factories 1 belongmg to the State and to local 
} Among these wire 19 prmtmg presses, 23 railway 
^ops, 12 canal foun^es and engmeermg workshops, and 
phtary arsenals and faictones A marked feature in Madras 
‘ho Umted Provmceslis the erection of many small power 
1 for purposes of agndulture and rural mdustries [Mental 
f'yral OondtUon of Inilxa, 1914:) 


Value of 

achievement 

often 

exaggerated 


1 
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official, “ the people of India benefit by the estab 
li'^hment of these prosperous undertakings only to 
.the extent that a certain niii|nber earn wagoa m 
'subordinate positions or by doing coobe. jvprk”^ 
But it IS no use fretting over the success ot 
other people The children of the soil neglected 
to utibse the vast resources of the country, 
and thej have no right to complain of the 
exploitation of these by oiitsideis Commorciai 
deiclopment, like time and tide, does not wait for 
am body. 

This hrmgs us to the much-debated question oi 
Indian versus foreign capital Much of the contro- 
\ersy to which the subject has given nse has been 
due to a want of clear thinking On the one hand, 
it has been held that foreign capital must necossanh 
do harm to the country , on the other, it has been 
mainkuiied that its effect is bdund in all cases to be 
beiieflcial Sir Yithaldas Dapiodar Thackersey, s 
great authority on the subject, and himself a veij 
successful merchant, has attacked the question with 
great clearness of thouglit and force of expression 
As Sir Yithaldas ngiitly obseives, no country in the 
woild can make much progress in indiistnal direc 
tions without plenty of capital In India, the 

possibilities of industrial and commercial develop 
inent are immense, but the amount of indigenous 
J ra]ntal is compaiatively small India cannot, there- 
fore, do without foreign capital It will be c 

s lort-sightcd policy to reject it on sentimental 
grounds But it is necessary to form a clear con- 

* A Chatv-rton, jVofea on Jndwlrxvd Worl tn Indui, 1905 
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Uon of tho hinit'! wittiin ^v}lich tho application of 
'ign fiapital is beneficial The patnots of Japan 
U' been eagei to attract foreign capital to their 
atr>^lor purpo'^'^a of indnstrial deielopmont At, 
fame they ha\c not allowed tho profits ofj 
istry to go out of tho countr}a "Wnnle, there-' 
, "WO alionld avail our^ches of foieign capital, 
.never nece=i?nry, we ought to take care that wo^ 
lot ]xiy more for it tlum other nations There 
some enlerpnsca whioh are nccessarj^ for tho 
aie of tho country, but for which enough capital 
jot available vvithm the countr}, and in sneh 
c It is dc'Jirahlc to have resoit to foreign capital 
wavs are an instance of the riglit use of such 
tal “ But," says Su Vithaldns, " when wo turn 
ho petroleum industry in Burma, the gold ininos 
sU^oYc, the coal mines of Bengal, the tea and 
industries, tho carrying trade by sea, and tho 
' ncing of our v ast foreign trade by foreign hanks, 
'ome upon another and a less favourable aspect 
1C question of tlie investment of foreign capitalJ 
. iinjjossiblc to estimate aocui'ateJy tho amount 
t Acalth lliat goes out of the country in this 
’ ncr, though an approximate idea can bo had of 
om tho excess of our exports over our imports, 
f omitting Government transactions It must 
, "emembered that so much of this amount as 
'sents merely the interest on borrowed capital 


10 oMoant of Entiah capKul mvosfcd in India iraa oatunntod 
' time ago by fbo EccnomUt at £470 milbono — tho largest 
tnont of any auiglo connliy in tho world with the possible 
tioD of tho TJnilod Stales 


Limits of its 
ueofulncsa 
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should not be regarded an the light of a drain from the 
country It is m the huge profits of some mvestr 
ments that we find cause for complaint In such 
cases, I cannot but thmk that it would be to the per- 
^manent good of the country to allow petroleum to 
Iremam underground and gold to rest m the bowels 
pf the earth/ until the gradual regeneration of the 
‘country, which must come about under British rule, 
enables her own industiialists to raise them and get 
( the profits of the industries A country which mam- 
tams a population of thirty crores is not hkely 
to let about one lakh of poiaons starve, and this 
is the number of wage-earners benefited by these 
mdustries The price paid is much too great 
for the advantages accruing from them to the 
country.” ^ 

The same view has been held by Sir Thomas 
Holland, lately Director-General of Geological Survey 
to the Government of India Speaking of the suc- 
cessful exploitation of the petroleum fields of Burma, 
he observed, “ The one regrettable feature is the fact 
t^hat the capital required to drdl the deep woUs has 
een raised m Europe, and the profits consequently 
have left the country In the petroleum industry, 
as in so many other enterprises of the land, India 
consume to paypn minecessary and imdesirablq 
X as ong as those in the country^ who_ possess 


ntel nght on tin. pomt, for th., 
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loney will not iisk theix reseiwe fund m industrial 
urposes ” ^ 

The position may be summed up m the remark Summary 
lat Indians should utilise foreign capital m the 
Bvelopment of the country, and pay the necessary 
ice for it, but they should not allow the country to 
e erploited by foreign capital for its own gam It 
ay happen m many cases that, although the people 
the country may not be able to pro^^de all the 
^pital required for a new mdustiy, they may yet 
) able to supply a portion of it, and thus pi event 
me part of the piofits of the industry from leaiong 
e country Sir Vithaldas suggests m this connec- Suggestion for 
m that the legislature should make it obhgatory' 

L every mdustrial concern floated by foieign 
mpames that the same oppoitumties should be 
5^en to Indian capitahsts, and that the prospectus 
’ ould be published simultaneously m both countries 
Doubts hai e been expressed m certam quartern m Agnouiture 
gard to the possible success of the industrial 
ivement It is held by some that nature has 
stmed India to be an agricultural, and not a 
nufactnring, country ^ We find it difficult to under- 
nd what they really mean It is true that she 

Paper read by Sir T Holland at the Indian Induetnal Ctonfer- 
e, 1905 

' Sir Patnok Playfair, on the occasion of the Annual Dinner 
ie London Chamber of Commerce, 1912, said “India must 
m the mam an agnoultural country raismg crops m great 
ntities and of great value” But Sir Theodore Monson 
' led ” The people of India Tvere not content to be hewera \ 
mod and drawers of water They wished to take their part 
^aanufaotuie ” 
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possesses certain exceptional facilities for agncultur 
which must always continue to be one of her mos 
important industnes. But that does not prove tha 
she IS naturally unfitted for the development o 
manufacturmg industnes On the contrary, i 
shows that the natural advantages which she poa 
sesses as an agricultural countr}'' may be made h 
serve as aids to the growth of manufactures Aiu 
this IS what has actually happened in the Umtet 
States of Amenca, whose agriculture has greatlj 
helped the growth of manufacturing industnes Th« 
raw matenala of every mdustry must come ulti- 
mately from the land. India has thus a start ovei 
other nations in so far as she can produce thes£ 
raw matenals at a comparatively cheap cost Agn 
culture and manufactures, instead of being opposed 
m mterest, may, m a large country bke India, he 
really helpful and supplementary to each other' 
The growth of manufactures ivill not necessarily 
mean the neglect of agriculture, but may, on tte 
other hand, give a stimulus to its further develop- 
ment Manufactures will flounsh, not by with 
drawmg from agnculture the factors at present 
employed m its production, but by brmgmg mt 
use uncultivated land, unemployed labour, and fre^ 
capital If the combination of agncultuie aiK 
manufactures has been found possible in Amenc* 

vmtm thus tt Industrial Punjab (publiBW 
for the Pnnjab Government) -In the Punjab, the' two (h 
gnoulture and manufactures) are so mtimately allied 
^nnanent improvement m either ib impossible nnlpsa they 
in close mterdependenoe ” ^ ^ \ 
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there ia no reason why it wiU not aucoeed m 
Indio. 

There ore others ^ho think that the circum- Cnnmanufao 
stances winch have favoured the growth of industnes ,*n 
in European and American countnes are not piesent 
in India, let us examine the statement As for 
thg^i^ST^l an d m oral charactens tios pf_tbe people, 
thpj^^P^not the_nntarnl monopoly of any natipn^ori 
race. The superiority, m some particulars, Ties with 
India; in others, the deficiencies may be overcome 
with the aid of science Most of the qualities 
which make for success m industry are possessed by 
the people, but they aie m a state of quiescence, and a 
little effort only is needed to make them active India'^ 
possesses a groat advantage in the extremely low 
cost of living which prevails here Three centimes 
ago, England ludustiially was very backward as 
compared with Holland and other enterprising 
nations of Europe, but to-day she is in the front 
rank of industnal nations Germany has worked 
hei way up to her piesent position m the couise of 
less than half a centuiy Tliere is thus hope for 
India yet The present backwardness of India is due 
_m part to the causes we have mentioned before and 
partly to its pohtical environment, but it would not 
be quite unreasonable to expect a gradual modifica- 
tion of the political situation m the near future 

The possibilities of mdustnal development are 
mdeed immense, and India, with her cominand of 
the raw matenals, ought not only to supply her 
pwn needs but to furnish otlier countries with 
manufactured products. But to attain this end, an 
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enormous increase of capital, the proper training of 
labour, and the adoption of improved methods of 
work will be necessary 

From our review of the industnal situation it has 
become clear that the system of small-scale produc- 
tion still largely prevails m India, but in some of 
the mdustnes production on a large scale has begun 
The question whether the people of India should 
stick to their old system of handicrafts, or adopt, to 
the full extent, the new system of production by 
machinery and large capital, mvolves so .many 
knotty pomts that it is not possible, or even desir- 
able, to answer it m an off-hand way. It is un- 
demable that the efficiency of the productive agents 
IS greater m many ways m lai-ge productions than 
m small ones ^ But there also are some disadvantages 


The advantages of large soale prodnotion may be summansed 
as o ows (1) Better classification of labour ncoording to itj” 
capacity , (2) the use of up to-date and specialised machinery,, 
(S) applied machinery can be so adjusted as to give full employ 
^ ® powers , (4) improvements can be more readily 

op , (6) inventions can be encouraged , (6) export skill can 
a emp oy to a greater extent , (7) better solcotion of materials 
nnn ° possible , (8) purchases are made in large 

m ^snoo cheap , (9) sales are ■wholesale and honoe 
the rji+r often aggregate profits are higher, though 

annoiTi W ^ competent managers may he 

heaH nf fi, ^ Control of the different departments , (11) the 
to nxnm ° ^ ^ larger questions, and 

ntdiBCMl ^ general supenntendenco , (12) bye products are 
e«e^ not tlJroii away The 

chance groat loss arises from a 

much less than tl, f m ^ of the paid managers is 

P table unless there is a sufficient demand. 
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even from the economic standpoint It is, however, 
chiefly on moral and social grounds that objection is 
made to the system of large-scale production Under 
that system men tend to become mere machmes, — . 
drudgery is destructive of all imtiative and m- 
dividuahty. Again, the massing together of large 
numbers of people leads to physical and moral lU- 
health [Further, while the system of small-scale 
production enables a large number of people to live 
independently, the large-scale sjstem raises a few,^ 
often at the expense of the many Already we find 
,a reinilsion of feeling in the west among some 
of the thinkers In countries w'here the capitalistic 
, system has been pushed to an extreme, wide-spread 
destitution is found m the midst of the greatest' 
abundance “ The tramp,” says Mr Henry George,"^ 
“comes with the locomotive, and almshouses and ' 
^-pHsons are as surely the marks of ‘material pro-| 
gress ’ as are costly dwellings, rich warehouses, and^^ 
magnificent churches ” ^ He goes on to observe, 
"The association of poverty with progress is the 
'great enigma of our times ^ It is the central fact 
from which spring mdustrial, social, and political 
’ difficulties that perplex the world, and with 
.which statesmanship and philanthropy grapple m 
^vain.” ® 

' ^ Henry Goorgo, Progrtas and Poverty 
^Tho disfcnbnhon of British incomes (in 1904) is thus oalou- 
luted by Mr L Q C Money “ rich, li million — £685,000,000, 
comfortable, SJ millions— £245,000,000 , poor, 38 milhons— 
'’£880,000,000 ” 

j * Henry George, Progress and Poverty 
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This 18 undoubtedly a very complex problem It 
18 obnoiis that an mdustnal revolution has com- 
menced m India Whether such revolution is a 
desirable thing or not is a question on which opmion 
IS hopelessly divided There are some who not only 
welcome the revolution, but are even prepared to 
hasten it as much as they can, there are others 
who curse it and wish that it could be stopped. 
On the one hand, it is believed that the regeneration 
of the country will come through an mdustrial 
revolution, on the other, it is feared that the 
matenahsm of the west will destroy the spiritual 
ideals of the people and deaden the finer elements in 
their nature One class of persons look confidently 
to the change for an economic imllennium which 
will bring untold wealth and immense prosperity^ 
Into the country , another class are appalled at tho 
prospect of tho extreme misery that is hkely to 
come in the train of the revolution. 

In the midst of such conflict of opinions, the, 
economist would naturally find himself in a difficult * 
position when called upon to give advice On a 
careful consideration of the pi os and cons of tho 
matter, he would probably find that an element 
of truth underhes each of the two nval sots 
of opinions He cannot deny that in tho ^veat 
enormous wealth stands side by side with abject 
poierty He cannot foiget tho fact that the 
n ustrial Hevolution m England and other European 
wnnti ICS was accompanied by great evils — " tho 
t^ars of homeless women and the cnes of hungry 
0 1 en Ho would recognise that competitive 
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economics — ^under which there is a tendency for 
" the rich to grow richer and the poor to become 
poorer” — may be unfair m its behaviour towards 
the weak. He would be ahve to the grave danger 
of the new system affecting the simple life of the 
people At the same time, he would not overlook 
the simple facts, namely, that the industiial change has 
already made its appearance without any invitation 
from the people, that it is not in the power of any- 
body to prevent it, that it is bound to grow and 
expand ngaiust all odds, and that if the people of 
(the country will not take advantage of it, others 
will The only advice which the economist can, 

.under such circumstances, offer to the people would 
be to ask them to take things as they are, mstead of 
Bghtmg against the ineintable, to profit by the 
experience of other nations, and to try and minimise 
the evils of an mdustnal change^ He would even General 

oonolofiioii. 


^ Dxirmg the last half century serious efforts have been made 
m every civilised country to amehorate the condition of the 
working classes As a matter of fact, gigantic strides in well- 
hemg have been made durmg these years In India it has been 
.found necessary to pass Factory Acts for the protection of 
labourers Up to 1st July, 1012, the law regulatmg factories in 
’India was Aot XI of 1891 This Act apphed with certam excep- 
tions to all factories employing 60 hands and upwards and might 
be apphed to factories employmg 20 hands and upwards For 
children from 9 (the Tn-iTHTTinm age) to 14, the maximum number 
of hours’ work a day was 7, and for women 11, with IJ hours’ 
mterval A mid-day stoppage was compulsory, save where the 
-work was m shifts In 1911, another Aot was passed which, 
besides ma kin g provisions for the safety and health of opera- 
tives m factories generally, provides that m textile factories no 
person shall be actually employed for more than 12 hours a 
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try to harmonise the old and the new, by taking 
the good from each and eschewing the evil 

One of the chief means by which the evils of 
capitalism may be minimised in some degree is the< 
adoption of the principle of co-opeiation^ Co- 
operation has produced great results in Europe and 
Amenca, and there is no leason why it should not 
succeed m India * Co-operation, however, pre- 
supposes the existence of certain quahties, such 
as business honesty, mutual confidence, and sense of 
duty , and they must be cultivated by those who 
wish to engage m business 

Even if the large-scale system be adopted 
India, small mdustries need not die out Some of 
the small mdustries may be made successful with 
the help of co-operation Count Alex Karolyi has ' 
defined the aim of aU co-operative work as “ the’ 
attamment of greater social _ force through co- 
operation, greater economic knowledge through 
practical instruction, and a higher moral develop- 


^y, and no child for moro than 0 honrs, and that, save whore 
ere is an approved systom of shifts (and subject to certain 
other exceptions), no person shall be employed before 6 30 a.m. 
or a ter 7pm No woman m any factory may be employed 
for more than 11 hours 


IS mo that one of the chief features of the mdustrml 
substitution of competition for the old 
of w control the production and distnbution 

to Kn * open to doubt whether competition is likely 

to bo a permanent factor m mdnstiy m the future 

and subject see Nay, Go operation at BotM 

mi w?' H'llyoake. Gooperative Mov^ent To^y H 

same operation has not yet snocoeded to the 

same extent m production as m distribution 
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nf*nt {hroitgh the need of being eqint^ible.” ^ In 
'110 clns^! of cases, Iho ‘small mamifactmcrs possess 
iich inherenfe advantages that they can keep the 
ost of prodnction at a very loav figure, and can 
hns avitlisHnd the competition of largo pio- 
Japan is still a country mainly of small 
idnstrios, nltiiongh sho is fast de\ eloping the laigc 
cale system The succcsS of suth iiuhistnes in 
apan, however, is due partly to the efiicicncy of 
he workers and partly to the piolcction given 
3 them by tho stale through tlio system of high 
iriflk Sometimes, small industries may flourish 
de by *ido with large ones, eitlicr ns meeting 
ipplcmcntari demands, or os producing goods com- 
lemonlnry to tho=e pioduccd by the laltor Speak- 
ig of the cotlugo industries of Switzerland, Mr. 
ressler, Directoi of Industries, ^Indras, says • 
There fully one-third of tlio industrial population 
engaged m cottage industry — chiefly watch and 
bbon-niaking — and if not exactly amassing wealth, 
at least maintaining itself in comfoit And all 
ittagG workers are ' hnlced ’ with a mannfncturor 
he mannfactnrei turns out a very large quantity 
finished material m his oun mills, but a large 
■jantit) is also sent out The yarn is warped and 
;epared ready for use, and the cottage worker has 
lus only to perform tliose operations m the 
ocess of manufacture that CTpcricnce has shown 
, ost remunerative to him , tho manufacturer’s 
"bour-saving machine does tho rest The worker 

Quoted in the Presidential Address at tho Sonth-Bchor 
^ oporatiTO Credit Conference, 1011 
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thus obtains all the advantages of a division 
labour, of expert assistance, and of a market as lar 
and constant as a modern sales-organisation ci 
make it ” y 

As economic efficiency is greatly enhanced I 
education, the subject deserves the earnest attei 
tion of all mterested m the economic "welfa] 
of the people Industnal education is undei 
taken m every cmlised country either by tl 
state or under state guidance and control In th 
United States, every single State has a college 'wher 
technical education is imparted, which is ahsolutel 
free Germany, France, and England spend larg 
sums aimually for this purpose, and Japan is noi 
behmd-hand in the matter But in India the mattei 
has been sadly neglected, and technical education has 
not yet been undertaken on anythmg hke m 
adequate scale either by the state or by mdividuil 
effort 

The question is now beginnmg to engage tV 
attention of the Government, who are coUecfaiJ 
information from vanous sources in order to (ii) 
something m the matter Some of the Independert 
tates of India the chief among them being tfe ’ 
enhghtened state of Baroda — have also reahsed tfc’ ; 
necessity of impartmg a sound system of mstruc^" ' 
in t e arts and mdustnes, and have been > ’ ^ 

earnest efforts to remove the long-felt want ’ ^ 

n 1890, an industnal survey was made m Beaga' t 
an in the report the necessity of technical ednca V 
ion was clearly pomted out The Governui-^ b 
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istnicted some of the district hoards and mnnici- 
:alities to start technical schools on a small scale. 
ji Bombay the Victoria Jubilee Institute was 
jarted with assistance from the Government This 
istitution has since then been domg good work m 
ainmg mechanics for employment m the millR 
.echmcal schools have been staited at a few centres 
a some of the other pronnces, but none of them 
ave yet attained to any considerable magnitude. 

The Government Engmeering Colleges at Eoorke, 

.ibpur, and Poona, although they can hardly be said 
.) be imparting industrial education, teach subjects ' " 
lied to it In the Sibpur Engmeermg College, 

^asses have been started for a few minor blanches 
industrial traiumg The Behar School of Engi- 
soring imparts mstruction m the science of 
igmeonng up to a moderate standard. The tech- 
tcal schools at Burdwan, Dacca, Kurseong, and 
'her places, tram workmen for workshops 
Independent efforts are also bemg made m this independent 
ntter m almost every province The mstitutions 
ost w’orthy of notice are the Association for the 
‘ dvancement of Scientific and Industrial Education 
hd the Bengal Technical Institute The former 
as started m 1904, and since then has been send- . * 

- g out every year young men to foreign countries 
:'r industnal trammg Many of the students who 
;^ive returned after a successful career abroad have 
■’’ther started factories on their account or found 
''nployment m existmg TnillR and workshops The 
yengal Technical Institute was started m 1906. 

/his mstitution has recently been amalgamated with 
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the National Council of Education It has arrange- 
ments for teachmg some of the more importon! 
branches of technical instruction, such as mechanical 
and electrical engmeenng, technological chenusthi, 
sheet-metalling, economic geology, etc The Indm 
Association for the Cultivation of Science imparb 
mstruction m practical chemistry and other similar 
subjects The Indian Institute of Science — vfhid 
owes its foundation to the munificence of the lak 
Mr J N Tata, — though not m itself a technic^ 
college, IS sure to prove very useful for the higba 
study of technical subjects The Mahila Slip 
Samiti of Calcutta and similar mstitutions at otha 
centres have set themselves to a very importeflt 
side of technical education, namely, the tramingi^ 
women m the domestic arts and mdustnes Muet 
good woik 18 also bemg done by missionary societiS 
m different parts of the country, but the standaw 
they have kept m view is very low 

Iiidustnal Exhibitions, held from time to tin! 
m different parts of the country, besides serving 
an advertisement to consumers, produce an educs" 
tive effect on the mmds of producers They tc^ 
to improve the production of goods by helping fe 
expand the craftsmen’s ideas Thus both supp’r 
and demand sides derive advantages from sufi 
exhibitions 

' Our bnef review discloses the fact that a gTe«> 
still remains to be done in the matter a 
teohmcal instruction Unfortunately, the httle tba' 
ns been done has not been attended with complfit 
success This partial failure has been due to'sov''”' 
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iuses. One reason is that technical instruction 
13 not BO fai atti acted intelligent and earnest 
lung men Only those who were likely to be 
ipeless failures in other walks of life have sought ' 
r industrial education, and it is no wonder that( . 
ley have profited little by it It is, however, a 
jipeful sign of the tunes that in recent years a 
, eater attraction for it has become discernible among 
,ie better classes of young men in the countiy, 
le second reason is to be foimd m the fact that, 
vmg to the lack of proper facdities for practical^ 
aming, both in India and abroad, greater attention' 

‘is been devoted to theory tlian to practical work 
is now being realised, however, that a thorough 
actical training is mdispensable for success m 
dustrial undertakmgs, and attempts are bemg 
ade to remove the impediments which prevent 
udents from getting it m workshops and factories ^ 

The modem system of Techmcal Education is Technical 
fferent from the mdigenous system Under the 
'i system every young man used to go through 
3 period of appienticeslup in the profession of his 
"jher, and, on his attaining manhood, became a 
‘ imber of his caste-guild. He could not leave the 
ofession proper to his caste and adopt some other 

* , Complaints are often hoard to the effect that Indian stndonts 
ounter greater difficulties in gottmg admission mto •wortsbops 
I factories m England than m Germany, America, or Japan 
.03 not too much to hope, however, that the narrow-mmded 
fishness of factory-proprietors will gradually give place to a 
■"re enbghtoned sense of self-interest It is satisfactory to note 
' ' t the matter is now bogmnmg to engage the attention of the 
iflia Office 
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The new Byetem does not recognise distinctions o! 
caste, but admits young men of aU classes and 
creeds The system of traimng under caste-gmlds 
has had its day of success , but under the changed 
conditions of the modern age, it must give place to 
a more systematic and scientific method of m 
struction 

Another need of the hour is for a ^proper system 
of commei cial education. Modem busmess is a 
very complex affair, and no one can hope to achievi 
success m it unless he has thoroughly mastered its 
prmciples The would-be cap tarn of mdushy 
should, besides acq^uiring a geneial knowledge cl 
economic science, make a serious study of tl 
special problems which arise in this country ’in 
regard to the production and exchange of com 
modities And a woU-conceived method of lustmc 
tion is needed to give them a sound Icnowledge d 
subjects like commercial law and history, ban’Mi-e 
methods, import and export problems, foreign ei 
change, transport and freight, company managemect 
and the conditions of the markets in differ®* 
countries Commercial education is also necessaij 
for those who intend to occupy the comparative, 
inferior positions in the business line. In rec© 
years, colleges for the teaching of commercial sU'. 
jects have been started at Calcutta, Bombay, and 
few other cities, and it is expected that they 
come into existence at other centres. 



CHAPTER VIII 

DISTRIBUTION 


1 RENT 

',Rect in India depends on the interaction of three fi-Rotorswiiiob 
forces^ — cnstom, competition^ and legislation* 
incient days custom was the chief regulator of rents 1 competition, ’ 
With the~increase of population and the gradual f ^ 
iisappearance of the semi-sociahstic ideas which 
used to govern the mutual relations of the members 
if the ancient \nllage communities, rents began more 
ind more to-be i-egulated by competition This led 
to great hardship in many cases, and the Government 
lad to mtervene in the mterests of the tenant 
rhe’rent laws differ in the different piovmces, but 
their g eneral effec^is^ to, put a,^check on the power 
il th^Iapdq^Yner ,to raise rents- at his pleasure 
File rent legislation itself starts from a basis of 
lustom, and, while accepting the legitimate influence 
if competition, seeks to confine it wthm reasonaWe 
irm te It aims not so much at the curtailment of 
idvantages naturally acmung to landlords as at the 
namtenance of rights already conferred on tenants 
by custom Custom i8,_therefore, still, to a l^ge 

^ Tide The Imperial Qazdteer of India, vot lu. 
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cxtGnfc, tli6 foundaitiioii of IndiB/ii roots Tlis 
Eicardian doctnne of rent is not absolutely true of^ 
any country ui the world The conditions which it 
Assumes do not exist anywhere in the fullest degice, 
but m the United States and in England an 
appronniation is made to these conditions, and to 
that extent the doctnne has application to those 
countries In India, they are conspicuous by their 
absence, and, consequently, the theory can hjr^j 
be said to hold good in India Here rent does not 
necessanly represent the difference between the 
produce of any particular plot and the plot on the 
margin of cultivation, but is a more or less definite 
charge Pioductiiuty is, no doubt, a factor in the 
detcrmmation of the actual lent of any plot, but it 
IS only one of seveial factors. Rent is often an 
element m the cost of agricultural produce 

The actual rates of rent in any part of the country 
depend on the relative strength of the three factors 
mentioned above IVbere the mfiuence of custom is 
very stinng, it would overcome the influences of other 
factors Wiero it is weak, competition has its way, 
unless it IB checked by law In sparsely-populated 
tracts, such as Assam, Central Provinces, and 
Paiput^na, mnts are low In some cases, tenants 
are iflyited to occupy land by allowing them to hold 
It free of rent for the first few years In tho 
densely-populated parts— namely, the tracts of heavy 
rainfall, or those watered by the great nvers- 
competition for laud is very keen, and the land;; 
owner is often able, when not prevented by law, to 
rack-rent tho feuauts If custom and law he 
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regarded constant qiiaiitaties, any change m the 
fprco of jjompetition would ^necessarily change the 
rate of„rent In the early days of British rule, the 
population was much smaller than what it is now. 

Land was abundant, and tenants were fewer Rents 
were, therefore, comparatively low The population 
has since considerably increased Moreover, owmg 
to the decay of manufacturing mdiistries, a larger 
propoition of the people is now engaged m agricul- 
ture than before The competition for land has 
thus become keener in most places, and, consequently, 
rents have gone up. In the larger cities, rents have ^ ^ 
r^en very high 

Rents, as a rule, rise when there is a rise m Eise of rents 
prices, but not proportionally Generally they rise 
considerably after prices In some cases, however, a priooB 
nse m pnees doe.s not entail an mcrease of rents at all 

Formerly, rents used to be paid in kund. At the ^ 
time of the reaping of crops the representative of the 
landlord used to be present in the fields, and a 
diinsion of the produce was made between him and 
the tenant This system, although not fiee from 
difficulties, was very advantageous to the tenant 
If crops failed, the tenant was not compelled to 
p^ his rent in full, — perhaps not at all 0 
system still obtains, to some extent, m the remote 
Tillages , but cash rents have been generally substi- 
tuted . These latter are less flexible than rents m 
/kmd. The legislative provisions deal mostly with 


noney. rents. , , u , 

The systems of tenure under which land i^ lield^ Systems of 

ire various Roughly speaking, the tenan or t 


I E. 


I 
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holders of land may be divided mto two classes.' 
The first class possesses, according to immemorial 
custom, a right of permanent and hereditary^occu-' 
pancy m the land so long as they pay the rent that'^ 
IS due The amount of rent depends mamly on 
custom In some cases, they are entitled to hold at 
permanently fixed rates, and their right is heritable 
and transferable , m others, the rent , can only 
enhanced on certain grounds The second class 
consists of those tenants whose term of lease is 
hunted to a number of years, and of tenants-at-wiU 
who may he evicted at the close of any agncultural 
year The amount of rent payable by tenants of 
this class depends on the bargain which the culti 
vator can make with his landlord 
^ Tenants of the first class, together with those 
^cultivators who own their lands, may be described 
•as peasant-proprietors^ Their condition is mcom 
^jParably better than that of the cultivators of_tb"e 
^second class In all matters relatmg to material 
, prosperity, such as the possession of cattle, dwellmg 
houses, and well- watered fields, the superiority hes oa 
ithe side of the cultivator-proprietor or the oecu 

^ property,”“of whicl) 

j ^hur Young speaks so eloquently, has its effect m 
. India as elsewhere The peasant-propnetoi is the 
most uncontrolled arbiter of his own lot The con 
dition of the tenants of the second class is generaUy 


-‘iJr LI tZ In: IT 

rent should bo a fixed oharco w,,, * t ^ 

Po-u,os„on on fixed termB ” (vfdo iw!/" 

' of Pohttcal Economy)’ 
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fetched. The economic and moral value of the 
^stem of peasant-proprietorship is immense^ and 
. there can be no surer means of improvmg the condi- 
tion of the Indian cultivator than to confer on lum 
■ at least limited rights of property ^ 

So much about the rout of land used for purposes Rent of mining 
of cultivation and building The rents of mimng 
lands stand on an entirely difieient footmg® 

In practically all the Beudatory Slates, the mmeral 
belong to the respective Rulers, and con- 
cessions are granted for mining and prospecting 
nnder rules that involve a certam amount of super- 
losion by the Government of India In parts of 
British India also, the mineials have been ceded 
with the surface nghts by terms of settlement, 
but m the rest of India, the Government retain 
rights over the minerals and giant concessions for 
- tboir exploitation in accordance with the terms of 
Rules framed by the Government. 

By these Rules, exploring licenses for one year ^Exploring 

tllCCIlB68 

can be obtained, but they give no exclusive or.| 
perpetual rights, and there is no prohibition any-|| 
where against free exploration in unoccupied and^j 
unreserved land. Prospecting licenses are granted,*' 
under certain conditions, over restricted aieas for a ‘ 

^ period of one year, renewable for a second and a third ■ 
term. Such licenses carrj' an indefeasible claim for a 
^ subsequent mining lease foi any mineral other than 

^In England, a eystora of peasant-propnotorslnp is being 
^ encouraged at tbo present moment under the pronsions of the 
{ Small Holdings Act 

^Vtde Sir T Holland, S! etch of the Mineral Besources of India 
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precious stones over the same or a more restricted 
area 


Local Governments have the power to grant ^ 
mvmng leases for penods of thirty } ears, which may 
be renewed for further periods with the sanction 
of the Imperial Government Every such lease 
contains such conditions and stipulations as the 
Local Government may think necessary in each case 
Under the rules, the fTOspcdtng rent charged is a 
moderate rent not exceeding one rupee per acre. 
Every leasee has to pay a surface rent, the rate 
being assessable under the Revenue or Rent La^ 
of the Proinnce , or if no such rent is so assessable, 
the rate which may be fixed by agreement, subject 
to a maximum of one lupeo per acre In addition 
to this, he has to pay a royalty at certain specified 
rates The lessee has also to pay every year after 
the first year a fixed yearly dead rent, but no lessee 
has to pay both royalty and dead rent m respect ot 
the same lease, but only such one of them as may 
be of the greater amount 


^ The question of the ownerslup of land is one 
of the many disputed questions of Indian Economics, 
i In Europe and Amenca, nationalisation of land u 
( the favourite ideal not only of Socialists but also' 
- of many scientific economists The influence of this 
Ideal has made itself felt in India, where there is a ^ 
tendency among the officials to regard the Govern; 
rnent as the umversal landlord,-the ultimate pro- : 
P e r of aU lands, and to consider the revenue 
^ken from the people by the state as m the nature of 
^ Some would go further and draw the legitimati 
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conclusion from such n theory' that the Government 
would be justified m demanding as its revenue the 
whole of the economic rent. An attempt is often ; 
made to prove historically the correctness of this | 
view.^ Without entonug upon the discussion of ' 
the technicalities of this question we may say 
: that, for economic purposes, each of three classes of 
persons may he regarded os having a limited right 
of _ propnetorship, — the tenant, the landlord or 
zemindar, and the Government Besides, the Govern- 
ment itself is the direct owner of large plots of land, 

, such as waste land, land which has been forfeited or 
lapsed to or pui chased by the Government, and 
’■all public land. With regard to these, the state 
•.stands on the same footing as a private landlold,^. 
-the only difference being that these lands have not 
.^to^pay any additional land-revenue Rents of 
- such lands are governed by pretty much the same 
-prmciples as those of private lands. 


2 WAGES 

In the old village communities, wages as such 
did not exist, but all labourers were remuneiated 
by portions of the produce Custem stiU mfluences 
wag^ to a' large extent , the amount of influence, 
however, vanes according to the nature^ of J;he 
mdustoy a^^tlm '^enlightenment"" of the labouriiig|. ^ 

^ populatibh Broadly speaking, it may be said thatj m^odem 

',w^e3 are comparatiyely fixed They are not half sol t 
plastic and responsive to changes of circumstances as 

^See chap in 


Wages in 
ancient villago- 
oomninnities, 
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m Europe and America "Wages do, no doubt, fluc; 
tuate on either side of the customary rates, but such 
fluctuations are always confined within narrow_limit§,. 

Competition is, however, becoming daily more, 
and more important m the regulation of wages In , 
those parts of the country m which agriculture is, 
the chief occupation of the people, there Ts^very 
httle demand for hired labour, and consequently' 
a low and non-progressive scale of wages is found. 
This 18 specially the case where the population is 
very dense ^ But a great density of population 
does not always cause a low rate of wages "WTiere, 
side by side with high density, there is a great 
demand for labour, as for mstance, in the cities, 
the scale of wages is high So also, wherever a 
demand of labour is created by large undertalcings, 
such as the estabhshment of mills or the construction 
of radways, wages rise On the other hand, m the 
sparsest parts of the country, wages are exceedmgly 
low, because there is no demand for labour But 
though competition is an active factor, the scope 
given for its operation is hmited. Labour is stifl 
comparatively immobile The circumstances which 
cause the movement of labour are rare , and the 
low standard of subsistence of the labourer, his, 
socml sentiments, and his ignorance are against 
such movement 

dootnne of mges a. 

Sol ‘■Intruth,'>BayaMr Icary 

p-tTd r for v'bioh they are^ 

number oflahoureW''’- lolXgl ^ 

aent the residual share m distnbuloD ^ 
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Wage-earners m different employments are ‘Skilled and 
classified as skilled and unskilled labourers In thejJX^^^ 
manufacturmg industries, the laboureis earn wages j 
mostly as unskilled workmen, skilled labour bemg| 
m the mam supphed by foreigners In such cases,! 
the remuneration of labour repiesents a very small | 
proportion of the total produce This is the mjustice| 
of the capitalistic system of production agamst» 
which labourers are fightmg m every coimtiy > , 

The wages statistics are incomplete, and ad- Average wags 
mittedly faulty By far the most important class 
of labour is agricultural, but the record obtamed 
'entirely fads to give a rehable indication of the 
remuneration of labourers Wages differ not only 
m different employments but also m the same 
employment accordmg to differences of locahty and ; 
circumstances The regularity of employment also | 
vanes greatly, and employment is practically no- i 
where contmuous throughout the year An average ' 
wage, therefore, foi India generally has httle ; 
meaning , but, for purposes of compaiison with other ! 
countnes, it may be calculated at 3^ as (3d ) per i 
diem for the able-bodied unskilled labourer^ The' 
average wage of the child-labourer or woman- 
labourer is, of course, less 

Yarious kmds of wages are prevalent m India j Kiuds of 

® 1 } wages 

In the factories, and m all employments m wmcn^ 
la^e^umbem of jpeople are engaged, wages are' 
paid accordmg to time In the handicrafts and the 
' dome stic, mdustries, the usual system is of task- or 
piece-wages In some , cases, wages are regulated 
^ For a somewhat more detailed accoimt of wages see Appendix. 
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by special contract, m some others, a certain ‘ 
minimum is agreed upon, and if the work is done 
better, a lugher rate is given Lastly, when aU the 
members of a family are engaged for any work, they 
are paid collectively ^ 

I The system of payment was formerly m kind, 
but now money payment has become the rule In 
the remote villages the agricultural labourers, and 
sometimes the artisans and domestic servants also, 
are still remimerated, wholly or partly, by a per- 
centage of the crop -yield There is a tendency, 
however, everywhere for money-wages to he sub 
stituted for wages m kind 


Money-wages have increased during the last fifty 
years," but the rise in wages has not kept pace with 
the nse m prices The wages of the two chief classes 
of labourers, anA_jg;^cultim^Jabgu^rs, have 

risen m the Punj^ and m Bengal much more than m 
the other provmces of India durmg the last 40 years' 
The indicated rates of increase for agricultural labour 
have been 29 per cent m Bengal and 49 m the Punjab; 
and for artisan labour 48 per cent in Bengal and 60 per 
cenb m the Punjab But during this period the rise 
m the prices of the food-grams has been much lugher 
proportionaUy For mstance, m 1873 the average 
pnce of common rice for India was 18 2 seers per 
upee. while now it is only lo seers The average, 
for Bengal has risen stiU higher In 1862 rice sold 

^ges, ^tmgniBhod m tune . 

and colleotzvo wages 
®See Appendix, 
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in IVngtil nt llio rat<! of tcois for tho rupco, 
but t])o prc‘H''nt rate is 3 or 9 seers Thus we find 
that althnnf;b nnm'.nnl wages hnvo lucicosed, real 

have rn tunny tlecrcasod.' ^ 

The t|ncstion which sugttestn itself hero is — Is lOouiieDHon ^ 
there nnv connect ion between ])nces nnd wnges 
111000 js certainly some sort of connection, but it! 
does not nlwats manifest itself in the saino result!'’’ 

, The connection in fact, rather pccuhar. The' 
most direct and jicrccptiblc connection is found m a 
rciluction in wages wlien food la inordinately deal 
1 The reason is this llic failure of the crops destroi s 
a largo portion of the funds a^allal)lo for paying 
, wages. At the same time, the number of people 
' ecebtnj: omploiinent is greatly enhanced, and 
, , lahourcrF are found ready to work in retnrn merely 
r for the barest subsistence Thus a decrease m the 
^ demand for labour nnd an increase in its supply 
^ >cau«e the wages to fell. 'Wlien, however, a rise in- 
Ihc price of produce is due to a larger demand, and 
extra profits arc lluiB obtained, the expansion of 
, business increases the demand for labour, and wages ' 
f^nsc- 


3, INTEREST 

'/ . 

r" Tiie capital of most of tho large industries is bnpijii^inoitiy 
j raised in ISuropc, and the interest on such capital, ! Bburopo, 

^ together with the profits, "lias to bo paid abroad \ 

j ^According to the Report of tho recent rriecs Enquiry, tho 
^ Rvernpcft of rcil xvage* in importnnt tovms Imvo inorcascd during 
th'' lust 25 Tcnrs by alwut 25 jxir cent , nnd in tho rest of tho 
country from 5 to 15 per cent 
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Tlie subscribed capital of a firm is never sufficient 
for the carrying on of the business, and every 
firm has, therefore, to borrow money on occasions 
This they get from the Presidency and^ ojier 
banks 

i’i The rate of mterest, although it is theoretically 
the same for aU at any given time and place, 
depends _m jgractice upon the s^ecurity--whiolL.a_finn 
can offer and the penod of time fpr^ which money, is 
borrowed.J' The r^es also differ in different parts 
. of the country j (The Bank rates in the three 
'‘iBcesidency towns follow one another pretty closely^ 
hut m the mterior of the country the rates ol 
^interest are higher Even within the hmits of the 
Presidency towns, the rates are not uniform—' 
those charged by the smaller indigenous money- 
lendmg concerns being higher than the rates of the 
Exchange Banks y^The Bank rate published by each' 
of the Presidency Banka represents the charge for a 
loan on the security of Government paper This 
rate varies from day to day according to the demand 
, for money , but it is generally high m winter, when ' 
■ the agricultural products are ready for sale and 
‘ export, and low m summer As a rule, the Bank 
rate is the lowest — 3 or 4 per cent — ^m July and 
August , in September and October it, begins^tp 
nse slowly, and the upward movement is con-, 
^ tinned till m Eebruary and March the rate reaches 
1 the maximum-usually 8 or 9 per cent, but some- 
, times as bigh as 11 or 12 per cent In Aprd, it 
shows a downward tendency, and continues to fall' 
tiU It agam reaches the minimum. The average' 
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rate of interest is usually a little higher than m 
England and other countries of Europe, hut it is 
not so much the average effective rate for the whole 
year as the maximum rate in each yeai that is 
very high ^ On their Deposit side, the Banks keep 
the moneys, on which they pay mterest,the rates bemg 
of course lower than those at which they lend The 


Government and other pubhc bodies also occasionally 1 
borrow money The Government rate of .mterest » 
is_ at present 3^ per cent i 

Agricultural capital is supplied by the viUagej The money- 
money-lender The agriculturist is almost always 
poor, and he usually cultivates Ins land with capital 
borrowed from the money-lendei, for which he has 
to pay high rates of interest, sometimes 50 or 60 per 
cent ^ Tlie prac^ce of bpirowmg money -is-almostj 
nm versa! It is frequently a part of the baigamj 

thal; the produce should be dehvered to the money- j 
lender at a certain price, which is always below the; 
market rate Sometimes he becomes heavily m-| 


debted, and the debt often runs through the life off 
,the borrowei and is inherited by his heirs | 

A high official of the Government once wrote, 

“ A great number of the agricultural community 
appear to have a kind of runmng account with 
^mahajan , he advances them seed, givmg one seer ^usuni arrange 
less than the market price In other instances the ° 
^advance is made at seed-time on the sawat prmciple, 
which means a return at harvest of one-fourth more 


! Opinion of a - 
I high oSicial 
I The money 
1 lender and thi 


,than the quantity boixowed at seed-tune He lends 
^money, moreover, for tlie inevitable marriage and for 
, ^ Vtde J JL Keynes, Indian Finance and Onrrcncfj 
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tho equally inovitAblo lawenit A^^len Llic tenant 
fallR on evil dajs, he would advance him lent t< 
save him from ejectment He is, m faet, at all 
times, the resource to winch tho needy ngncultuneJ 
goes foi relief , and tlic consequence is that a largs 
proportion of tho culti\ating community is seldom 
free from tho mahaian’s influence When the crops 
are reaped, tho greater portion finds its way to 
hiB granary , the tenant retains a share for life 
immediate nse, which is seldom sufTicient for tb' 
consumption of his liousehold until the followuig 
seed-time Long before the next harvest approachffi 
has, as a rule, to Imvo recourse to tho malmjaa 
pie system is not without its ad\ outages in himi 
nitorest of the creditor I5"w^ » 
the debtor that tho latter should Ine, there is 

a cominumty of interest which secures him from 
starvation ” 


The mone} -lender does, no doubt, exploit tbe 
misery of the poor cultivator, but he renders hiia 

Sir T ^ enables him to liva 

arl fw "On this subject there 

whole ^hich regards him as on tlit 

lattS iTini ««PPhing the needs of the 

Others misfortune. 

other hand, he is most undmiSidran^emv^^ atd 
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.dangerous necess^. He has been found in India 
h'om tune imniomonal " 

^ - Credit is almost an me'sntable condition of small \Noea of faoiie 
farming The farmer needs credit for the purchase 
of land ; for permanent improvements, such as the 
digging of wells, for equipment, mcluding implements 
And cattle , and as workmg capital for buying man- ' 

,ures, seeds, and fodder, and for paying the labourers. 

The late Mr Justice Ranade advocated the establish- 
ment of credit institutions all over India, so that 
agriculturists may get loans at low rates of mterest 
Jacil e cre dit_is^jQf ten very beneficial,- but it has -a 
.dtawback-also It is like a double-edged weapon, ita danger 
for there is the danger of its lea^g ignorant and 
: thriftle ss cul tivajxDrs to further, mdebtedness. Easy 
credit may sometimes mean reckless borrowing, and 
"often for purposes other than those which help to \ , 
increase the volume of production. 

Various measmes have been proposed from time Measures for 
to time to check the indebtedness of the cultivator l^e^nt^ 
and thus to improve his condition Two measures 
have been recently adopted by the Government m 
this connection, namely, The Punjab Land Alienation i^nd^Aiiena 
^t and the Co-operative Credit Societies Act The ^ o-operativo 
real solution of the problem would lie m a system 
whicli_shouldj)rp],nde Jbhe peasanj^with facihties Tor ] 
b orro^ ng at a^ lp3y.rat^ o|__mteres^ jndj..at the_8ame 
tinie,.^evi8e.jafeguards agamst.imprudmt and reck- 
less jDorrowing The credit associations started m 
Germany and other countries of Europe under the 
influence of Raiffeisen and Schulze Delitzsch,on which 
the Indian Co-operative Credit Societies are modelled, 
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''fulfil both these conditions The principles of actiO) 
of these assoemtions are those of self-help, co-opera 
tion, solulant), prudence, thrift, and public spirit 
Another proposal is to rhcck usurj' by legislation 
Tins subject is now cuga^nng tho attention of tlv 
Government of India, who haie innted tho opime: 
of the local Go\emnients and piibho bodies on th- 
three suggested remedies, namelj, (a) the fixing oi 
a cgal maximum rate of interest recoverablo, (h] 
ho determination of a legal maximum amount ol 
mtercst recoverable, commonly known ns damdvjyji^ 
and (c) the bestowal of authontj on tlio courts k 
go e in a contmet, reopen a transaction, and 
reduco the rate of mtercst to what is thonght to V 

remedy seems to most pcopk 
^ be the most suitable, but the opinion of fk 
^ ornmeut scorns to mclmo towanls the thiri’ 

iottor ‘‘ Tho firlTof (h 

foreign precedents and oT^ T “f'oa’ the nmhoritt of vnr oss 
but tho Government of Ind countrj. 

opinion of tho Stleot C accept tho advor* 

^oney IcncZ of Parliament oa 

country— betu-con Hindus m' th ^ 

and Bombay, and in c-ori Calcutta, m Bcrar 

nuthonty of the oarly Mm'p" l>fate9, and it has tla . 

Conoy Andicary vs Johnr t i t> ^ ^ ^ho case of Rom 

of damdupal os a rule of hmitaf l ‘^“^tico Wdson Bpcaks 
l-tion of interest only afreets (ho acoumt.^ 

rate of mtorest Tho third ° “'^''ootly controls the' 

MonoylondotB’ Act of 1000 ffr, ^ ombodicd in tho English 

“•“I Tho Oo„„i ““'•'“"•K’ or oooons..o„bl.- 

deposed to think that Icgisla , 
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'The time is certainly ripe for taking action agamst 
, usury, and any ■well-conceived measure is sure to 
receive full public suppoit 


' In Bengal, a number of public-spinted gentlemeifl Co-operativo 
have established Co-operative Gram Banks (D/ja?-! 
magolas) in several villages, some of which are^ 
reported to be working well The cultivators 
'deposit _portions of tlieir produce m these banks, 

-winch in times of need they aie allowed to with- 
draw Needy members are also given loans of 
grams from these deposits The chief merits of the 
.system are its simplicity and its accoid with the 
. social sentiments of the people A third advantage 
is that the value of giam mcreases m times of 
scarcity. But its defect is that the gram cannot 
,b6 invested in any piofitablo undertakmg so as to 
yield interest and profit Moreover, there is the 
nsk of Joss through deterioration or waste But 
the idea is certainly an excellent one, and it ought 
to be given a fair tnaL 


tion on tho lines of the English Act oilers the best chances of 
Buccess The stock arguments against it are (i) it ■would mter- 
fere with private contract , (u) it would increase htigation , (ui) it 
wonld leave too much to tho judge , (iv) it would harass and con- 
fuse tho ordinary operations of trade , (v) it would tend to raise tho 
interest paid by those who do not resort to tho courts , ('vi) it 
would ho inoffcotivo. , Emally, tho Governor General in 
Council would only remark that while he fully recognises tho 
benefits which have accrued from the extension of oo operative 
credit, and tho potentiahties for good inherent therein, ho does 
not consider that tho progress made in this direction affords 
m itself an adeq^uate remedy of the state of affairs which it is 
desired to alter ” 
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4 . PROFITS 1 

The profits of manufacture aie m every country 
higher than those of agriculture In other words, 
as a money-makmg process, agriculture is not so 
profitable a business as manufacture Again, as we 
have already noticed, agnculture has to depend on 
several uncertam factors, such as drought or exces- 
sive ram, and the pjrofits are consequently more 
uncertain than in manufacture. Manufacture in- 
volves vanous stages in production, and the profits 
are thus obtained by a larger number of persons 
Full details regarding the profits of the different 
industries of India are not available , but the reports 
published by the larger business firms give us some 
idea of the general rates of profits These may he 
said to range fiom 8 to 15 per cent Sometimes, 
the profits of certam mdustnea go up as high m 30.ox 
^0 per cent , but such cases are exceptional Profits 
‘"are generally high m the mming and jute mdustnes^ 
Statistics of profits in the small industries are very 
diffieult to gather, but it will not be mcorreet to say 
m a general way that they are comparativejy low 
In considering this topic wo should take into 
I account the profits of a class of persons who cannot 
iproperly be called organisers of mdustry, but who 
istand between the producer and the trader These 
I are middlemen who sometimes make very large 
5 profits In the villages they are generally the 
I money-lenders They purchase wholesale the surplus 

’Some points relating to this subjoot have boon treated m 
oliaptors tI. and vu. 
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^oduco of com from the cultivators and send it to 
other parts of the country. 


So much for the distribution of the produce It 

18 not necessary, however, that tlie shares should 

go to different persons Very often, all the factors 

are controlled by the same person, and in such 

cases aU the shares would go to him India is a 

country mainly of small industries which are 

earned on by the workers on them own account 
_ ^ 

They supply the labour as well as the small capital 
required, and they are themselves the organisers 
In a large number of cases, therefore, the whole of 
the produce goes to the same persons and the 
question of distribution does not arise at all 
In the institution of peasant properties also, as we 
have seen, there is liardly any distribution among 
different parties Thus, at present, the economic 
problems of India are mainly those of production 
rather than of distribution , but with the growth of 
large-scale industries, the problems of distribution 
aro likely to assume greater importance m future ^ 

' Tho ofFeots of tho misdireotion and waste of capital and 
labour due to tbo inequitable distribution of wealth in the west 
have been thus generalised by ilr L G Chiozza Money “ The 
unduly largo share of tho national dividend possessed by tho 
nch produces^on jthom grave iaults of. character and purpose 
which make them mdifforont administrators of the capital 
without which labour is powerless Tho unduly small share of tho 
national dividend possessed by tho poor is tho source of a stream 
of moral and physical evils which, mingling with tho waters of 
death which descend from tho high levels of luxury, produce 
clTeots ubose causation is only obscure as long as we neglect the 
study of the Error of Distribution ” {Riches and Poverty, p 152) 



CHAPTEE IX 

EXCHMTGE 

1 A BRIEF HISTORY OF INDIAN COjARIERCE 

( Ekom the very earliest times, trade between India 
’^and the neighhourmg countncs was earned on by 
f land as well as by sea India was once " the seat 
of commerce,” 

As early as the sixth or seventh century bo, 
India had commercial relations with Italy, Greece, 
Egypt, Phoenicia, Arabia, Syria, Persia, Chma, the 
Malay Penmsula, and the islands of the Indian 
[ Archipelago The Hindus built ships and naingated 
the ocean as eaily as the age of Manu’s Code 
Later, they held m their hands all the threads of 
, mtemational commerce, whether overland or by sea 
The unlmown author of that remarkable book, the 
Penplus of the JErythraean Sea, desenbes the com- 
merce m detail,^ and from him we learn that Indian 
vessels frequented the Arabian Sea, the Eed Sea, 

^Vide Pcfiphis of the Erythraean Sea, and ofchera works by 
Greek wntera, famnalatod by J W M'Ckindle The term 
Erythraean Sea web applied to the Indian Ooean with rte bays 
and gnlfe 
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Mie Persian Gulf, and the Indian Ocean, and his | 
testiraou} is corrohorated by tliat of other ancient 
historians and geographers, such as Pliny, Aman, 

Strabo, and Piolcniy. The chief Indian seaports 
Vi ere; Parjgaaa (modem Broach), Saiirstra (Surat), 
Mnsalipnuvn, Barbarikon, ^fouruiB, and Nelkunda. 

Tlicro vrero other commercial Ion ns, some of which 
also attained to great eminence Tlie lahie of this 
mantimo commerce must ha\c been very consider- 
able.^ The chief articles of export nerc rich ’ 
apparels made of silk and cotton, pearls, diamonds 
and other precious atones, ivory, spices, drugs and 
aromatics, and those of import wore gold, silver, 
brass, copper, and bim A brisk coastal trade was 
also maintained lictwccn the seaport towns 

Trade by land with Central Asia, CInna, and | by land, 
other parts of Asm, as well as some countries of' 

Europe, ’ans carried on by caraians. There were! 

Ee\eral trade-routes which were availed of by the 
merchants. Besides, an active internal trade was 
carried on between the difleient parts of the country j 
itself. The great rivers sci ved as commercial loutes, 
and royal roads connected the important cities 

The commercial activities were continued m full in mediaeval 
vngour till the ninth or tenth century A.D During] ^ 
the jMahomedan ndc, however, mantuno commerce 
was gradually ah.andoned , but trade intercourse 
by land was maintained. In 1498, the voyage of 
Yasco da Gama round the Capo of Good Hope 
opened n route for commerce between India and 

' StrilK) rajs “I fouml tlmt about 120 abips sail from Myoa 
Horraos to India.” 
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Europe, so much easier, cheaper, and safer than any 
that had previously been used, as to completely 
change the destinies of the country and its relations 
to the geneial affairs of the world Eoreign 
mantime commerce was thus once again revived, 
this time, however, by Europeans In the seven- 
teenth and eighteenth centimes, the Dutch, the 
Portuguese, the French, and the Enghsh compames 
competed with one another for the largest share in 
the commerce with India Ultimately, the English 
East India Company was able to practically oust 
the other compames from the Indian waters The 
invention of steamships led to a further increase of 
the mantime commerce And lastly, the opening 
of the Suez Canal brought India much nearer to 
Europe and gave a fresh impetus to the commercial^' 
development of the country 

The foreign trade of India is now steadily 
mcreasmg, but Indians have very httle share in it. 
The bulk of the mtemal trade still remains in the 
hands of Indians, but even m this they hardly 
display the entoipnse, pluck, foresight, and resouice- 
fulness winch are essential for success in business. 

2 THE INEIGENOtJS SYSTEM OF ESTLANI) TEAEE 

Every lollage has its resident traders In many 
instances the chief trader combines the functions of 
the money-lender and graiu-mei chant with his own 
proper vocation. Puymg and selling are done m 
the markets, winch meet daily m the more impor- 
tant villages and on fixed days m the week m other ‘ 
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places In addition to the shopkeepers, there are 
hawkeis or itinerant sellers who supply the people 
with articles of merchandise ui their homes The 
religious festivals and fairs, some of which are | Fairs and 
attended by large numbers of pilgrims and visitors, If 
also serve as important marts for the exchange of j 
commodities.^ ‘ 


A portion of the nUage produce is sold m the 
village maikets for local consumption, and the 
surplus is handed over to the agents in the towns 
and thence dispatched to trade centres in other ^ 
parts of the country, or exported out of it Im- 
ported merchandise is distributed by the same \ 
machmery working m the opposite direction | 

Internal trade may be divided mto two kinds (a) ivo kinds of 
trafific with the ports, and (h) commerce between 
different parts of the coimtry The former is 
largely concerned with the collection of manufac- 
tured products for export, and with the distribution 
of imported merchandise , the latter with supplymg 
the suiplus produce of one part to the other parts 
of the country Trade passes through the hands ' ^ ' 
of a considerable number of middlemen and is ! 
consequently hampered to no small extent , ; 

Towns sprmg up where trade activity mcreases,i -Growth an 
and historical cities lose their importance as soon as|| 
they cease to be trade centres 


1 Vast concourses of people gather at the Kumbha melos 
■which are held at Allahabad, Hardwar, and other places 
The car-featival at Pun and the fairs at Harilior Chattra 
are attended by people from the most distant parts of the 
country These fairs serve not only the purpose of marts but 
also of indufitnal exhibitions. 
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Employment m tiade often gives rise to tradmg 
castes These castes have now lost much of the 
importance which they once possessed, but they 
sbll possess a considerable degree of orgamsation, 
and retam a good part of the trade of the country 
m their hands The Marwans of Eajputana are 
found m almost every part of~^the country In 
Madias, the Ohettis form the most important 
tradmg community In the Bombay Presidency, 
the largest share of trade is m the hands of the 
Parsis and the Bhatiyas, while the Baniyas stiU 
monopobse the bulk of the trade of Northern India 
Among the Mahomedans, the most notable commer- 
cial classes are the Boras and Kliojahs of Bombay 
and Gujrat. 


3 TRANSPORT 


Por the growth of trade and commerce the develop- 
ment of means of rapid and cheap transportation is 
essential Till the imddle of the last century 
pack-animals, such as bullocks, horses, camels, and 
asses, or carts drawn by these animals, were the 
only mstnunents of transport by land, while 
country-made boats were the instruments of nvenne 
transport With the development of railway com- 
munication, the importance of pack-animals and 
carts has dimimshed, but they are still largely 
utilised for carrying goods to the towns, ports, or 
railway stations 


Prom the very earhest tunes, the construction o 

Zt' Z considered among the cine 

duties of the rulers Under the Hmdn as weU a 
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fcbe Maliomedan rule, loads and canals were con- 
structed,^ winch connected the outlying districts 
With the capital Major Bnggs, speaking of these 
roads, remarks that for bold engineenng skill and 
wonderful contempt of difficulties, they "deserve 
to rank with the works of the old Eomans ” Their ' 
number, however, was few and condition not always 
satisfactory The great rivers did, no doubt, furnish 
means of communication and some facilities of trans- 
port, but.:^y_were found insufficient Jon the purpose 
ot-keepmg up . a"^ constant intercourse between the 
different parts of the country. 

In the early days of the East India Company, 
the Government did not recognise the execution of 
pubhc works as a necessary part of their pohcy ^ In 
the latter years of the Company, however, matters 
began to impiove, and after the Mutmy of 1867 - 
and the assumption of the government of India by 
the Crown, the construction of pubhc works went 
on with increasmg speed Bail ways now connect f^iiwaye 
aU the pnncipal districts and cities, the great , 
nvers have been bridged, the country has been 
covered with roads, and the nvers and canals 
afford increasmg facilities of transport 
thirty-four thousand miles of railway are now 
open, and the total length of roads is almost beyond 
calculation 

The railways, instead of superseding the roads, lEoadB 
have actually mcreased the traffic on them Side^ 

^ The Jumna Canal, constructed by the Mahomodan Emperors, 
must be considered ns a great achievement for those days 

»Vide Imptncd Ocaettcer, vol in 
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by Bide with the construction of railways, progress 
has been made with the construction of roads 
Trunk roads now run to and from all important 
centres, and innumerable feeder-roads connect the 
trunk roads with one another 

Steamslnp communication lias been developed in 
those parts where the rivers are navigable The 
canals also offer some facihties of communication 
and transport It is, however, m mantime trans- 
port that the greatest development has taken place 
Lastly, the post office, the telegraph, and 
the telephone afford wonderful facilities for the 
commumcation of mtoUigence, so that the sbgbtest 
alteration in trade conditions m a paiticular place 
18 now almost instantaneously reflected in the moat 
distant parts of the country 

4 THE PBESENT POSITION OF COMilERCB 
AND TRADE 

In a vast country hke India, the internal trade 
cannot but be immense, and the volume is daily 
increasmg But it is not possible to measure this 
volume of trade with any degree of accuracy The 
quantity of total inland rail- and nver-bome trade 
m 1913-14 was shown in the official Blue-books as 
66 milli on tons and the value nearly 900 crores.^ 
The great bulk of the internal trade, representmg 
about two-thirds of the total, flows directly to and 
from the chief ports, the balance — about a third — ■ 

1 Jleview of tM Trade of India, p 89 On page 49 of the 
nemeXD, it is pointed out that the total trade “aotuallr ropre 
sente a duphoation of figures ” 



EXCHANGE 


163 


18 the trade within British Provinces and Native 
States The traffic flowing from the port towns to 
the intenor of the country consists principally of 
foreign merchandise imported hy sea, and that 
flowmg to tlie port towns from the country com- 
prises chiefly food articles and raw matenaJsd 
Among the provinces, Bengal's, position in the inland 
trade is high on account of jute, nee and other i 
foo^grains, oilseeds, coal, and tea produced m the 
pro^^lnce Biliar and Onssa is important for its 
enormous production of coal Tea is the staple 
product of Assam Cotton, wheat, and seeds of the 
l^nffiay Presidency and Smd, cotton and groundnuts 
m^the^Madras Presidency, and sprmg and wmter 
crops (c g , nee, wheat, gram, linseed, rapeseed, etc ) 
m the_]Jmted Provinces and the Punjab chiefly 
account for the large movement of these articles to i 
Calcutta, Bombay ports, Madras ports, and Earachi ! 
The United Provinces, well served by railway 8 ,| 
conduct a larger busmess m purely mland trade! 
than any other provmce of India ^ J 

The inland trade is more than double the foreign f 
sea-borne trade , and if to the former be added | 
the trade by rail and nver between the mternal j 
divisions of each province, as also the coastmg, the) 
total comes to three times the foreign trade ^ 

The foreign commerce of India, although only a 
fraction of the trade, is an mdex to the total value of 

^ “ In the inland trade Calcutta holda the premier position as 
a tradmg centre amongst the port towns, its trade being much 
larger than the total trade of all other port towns taken together ” 

^ Jlevtew of the Trade of India. 
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trade Nothing can give the reader a more accurate 
idea of the present position of Indian commerce 
than a glance at the latest tiade returns availabla 
The total value of imports m the year 1913-14 was' 
234f crores of rupees (£166 J millrons) Of this, 
the value of merchandise was Ea 191 crores, and 
that of treasure Es 43|- crores (m eluding a httle 
less than 7 crores on Government account) 

The largest class of imports was that of articles 
whoUy or mainly manufactured It formed about 
79 2 per cent of the total imports The value of 
cotton piece-goods and manufactures was over Es 66 
crores, or about 33 per cent of the total values of 
imported goods Of the cotton goods the United 
Kmgdom supphed 90 per cent of the whole The 
value of woollen manufactures was Es 3 76 crores, 
and that of silk goods, Es 3 crores Of the woollen 
goods Germany held the market to the extent of 


80 per cent of the total values, but Cawnpore 
and Bangaloie competed with shawls woven from 
Indian wool, decidedly superior in quality to the 
general level of foreign imports The imports of 
silk goods from Japan and Clima represented 913 
per cent of the total Glassware and earthenware 


were imported of the value of Es 2 6 crores, and 
paper and pasteboard and stationery, Es 2 26 crores 
The value of metals and manufactures thereof 
was Es 22^ crores Eailway plant and rollmg- 
stock was imported of the value of Es 10 crores, 
^hm^ and mill-work, Es 8 mores , and hardware 
and cutlery, Es crores Of the articles of food 
and dnnk imported the most important was sugar. 
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of ^^hich nearly lls 15 crorea’ ■worth was imported p sugar. 

Tho chief sources of supply of cane-sugar were 
«Taia and Maunhus, the Straits Settlements, and 
China, and those of beet sugar were Austiua- , 

Hungary, Germany and Belgium It is worthy J 
of note that although India is tho largest single j 
producer of sugar m the world, hei import of forelgn^^ 
sugar IS steadily increasing. Tlie value of imported! 
salt was Bs 87 lakhs, of vliicli by far the largest] Salt 
proportion came from tho United Kingdom The 
other sources of supply were Spam, Germany,^ 

Turkey, Aden, and Egj'pt Other articles of food | other food 
imported were wines and spirits, fruit and vege- 1 
tables, salted fish, biscuits, bottled pro%usions,j 
condensed milk, spices, and tea The impoit of Ea-wmatonoia 
raw materials and articles mainly unmanufactured, 
amounted to Ks lOi crores, and that of miscel- 
laneous and unclassified goods to nearly 3 crores 

The value of exports, ropresenting 52 per cent. jExports 
of the total tiade, amounted to Bs 256^ crores | 

(£l70f millions) The value of Indian produce' 
was 2441- crores, and exports of treasure amounted i Treasure 
to Bs 7 crores, of which gold was worth Bs 4J? 
crores, and silver, Bs 2it crores ' 

Eaw matenals and articles mainly unmanufactured jEawnjateriais: 
formed the largest class of exports, representmg 47 \ 
per cent of the total exports of Indian merchandise ^ 

The total value of exports of this class was Bs 122i 
crores The export of raw cotton amounted to jute, 

Bs 41 crores , seeds, Bs 25f crores , raw jute, hides’ and 

Bs 30f crores, raw ludes and skins, Es 11^ crores, 

raw wool, Bs. 2^ crores, coal and coke, Es 70 lakhs, coal and coke 
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Articles of food and dnnk, representing 25 5 
per cent of the oxpoits of Indian itiorchandiso 
amounted to Es G-tf croros Of this, the \aluo 
of wheat and wheat flour was Es 13^ crores 
(£8 76 milhons), and rice Es 26f crores (£17^ 
millions) Germany was the chief among the 
European purchasers of Indian nee, hut the exports 
to the United Kingdom and Austria also wore con- 
siderable As regards wheat, the United Kingdom 
took about SO per cent of the total exports, Belgium, 
Germany, and Franco being the other European 
purcliasers Tlie o\poit of tea amounted m ^aluo to 
nearly Es 16 crores Hero, again, the United King- 
dom was by far the largest purchaser, the per- 
centage of her purchases being 70 per cent of the 
total exports The export of coflee amounted to 
crores 

Of the articles wholly and mainly manufactured, 
3 ute manufactures had the largest export, the value 
being Es 28^ crores The ne:rt m importance were 
^the cotton manufactures, winch amounted to Es 12 
crores The other articles of this class were coir, 
j tanned skins and hides, and lac 

The exports of cliemicals and drugs amounted to 
Es 4 crores The total value of oil exported was 
a little less than a crore The export of metals and 
manufactures thereof amounted to Es 6^ crores^ 

I The re-exports of foreign merchandise amounted 
to Es crores (£3 milhons) 

* Under this bead, the export of njnnganeso is ■worth noting 
Uonng the Inst ten years, tho valao of the export has increased 
from 25 lakhs to ororo. 
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During the last fifty years, the total value of 
the fomgn corainorce of India (merchandise) has 
increased from 127 croies to over 440 crores, 
the inciease of imports (merchandise) bemg from 
44 crores to 190f crores, and that of exports (m- 
cluding re-exported merchandise) from 81 ciores 
to 249^ crores^ The gro-wth of the import trade 
is thus outrunning that of the export trade 

The total tinde with the United Kingdom 
amounted m 1913-14 to 11s 176 croies , the trade 
with British Possessions other than the United 
Kingdom amounted to Es 46 J ciores, and that 
with foreign countries amounted to Es 210 crores 
India's imports come mainly from the Umted King- 
dom, while her exports go chiefly to foreign countries 
The following statement shows the proportion of 


India’s trade, export and import, with 

each of the 

prmcipal countnes , ® 

Export to 

ImiKirt trom 


(percent) 

(per cent) 

United Kingdom - 

23 7 

641 

Bntish Possessions 

14 1 

69 

Germany 

10 3 

69 

China - - 

33 

9 

Umted States 

89 

26 

Japan . - - - 

92 

26 

Belgium - - - 

4 9 

23 

Franco - - - - 

7 1 

1 5 

Java . - - - 

08 

68 

Ausfcna-Hungaiy - 

39 

23 

Eussia - - - - 

1 6 

03 


^ Vide Charts in the Appendix. 

2 Vide the Trade and Navigation of India and tho Rtvitio of 
the Trade of India 


iProgreBs in 
(Commetco. 


i 


Trade -with 

principal 

countnea 
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The following table is interesting as comparing 
the trade per head of the Indian people with 
that of the other countries. 

£ B. JD 

{ India 0 17 7 

I Eussia - - - 1 12 10 

I Umted Kingdom - - 25 14 10 

France - - - - 15 9 7 

Germany - - - - 16 7 7 

Italyv - - - - 7 19 

TJmted States - - - 9 17 

r Japan - - - - 2 12 7 

I China - - - 0 7 4 

The bulk of the carrying trade with India is 
lone by Enghsh ships ^ During the year 1913-14, 
bhe tonnage under the British flag was nearly 
76 per cent, and includmg the Indian register, 
represented about 77 per cent of the whole. The 
number of vessels under foreign flags which euteied 
and left Indian ports was 1466, of which the 
German and Austnan vessels represented nearly 
two-thirds The other countries whose vessels do 
the carrymg busmess with India are Japan, Norway, 
Italy, Holland, and France Yessels belongmg to 
foreign countries are gradually obtammg an mcreas- 
mg proportion of the carrymg trade Unfortunately, 
vessels belongmg to India herself have no share m 
Indian shippmg 

The trade across the land frontiers of India 
is equivalent to lees than five per cent of her 

‘Tto popular notion that ‘trade follows the flag’ 
this case, 


IS true in 



EXCHANGE 


169 


The balance of 
trade 


sea-borne trade The statistics of this trade are 
incomplete, and not wholly reliable The approxi- 
mate value of the frontier trade was durmg the 
year 1913-14 as follows Imports, Es 12 crores, and | 
exports, Es 94 crores. This trade has mcreased 
m a very satisfactory way durmg recent years 

The neb value of the coastmg trade durmg thejooasting 
year under renew (m merchandise) was 68| crores 
The greater part of this trade is between the ports 
on the east coast and Burma, and along the coast 
between Bombay and Karachi. 

The total value of gold absorbed by India durmg « 
the ten years 1904-06 to 1913-14 was 219 crores of | 
rupees 

From the foregoing account of the commerce of 
India it is clear that the exports of India exceed 
Imr jmports The excess of exports over imports | 
(mcludmg merchandise and tieasure) m 1913-14 was 
21 3 crores, mcludmg Government transactions, and 
36 crores, excludmg Government transactions, thej 
average for the last three years bemg 30 16 and 41 1 
crores respectively The foUowmg explanation m 
regard to the statement of the balance oF trade is 
mterestmg “ There are payments due to India for 
her exports, for the import of capital mto India, 
for remittances from foreign countries to persons 
residmg m India, mcludmg tourists There are 
payments due by India for imports from abroad, 
the Secretary of State’s diawmgs, mterest on capital 
mvested m India through private channels, mvest- 
ments m other countries of the eammgs of European 
merchants, lawyers, civil servants, etc , m India, tlie 
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earnings of European steamers employed in th.e 
coastmg and foreign trade of India, remittances to 
Indians residing m foreign countries, and premiums 
and policies issued by insurance companies out- 
side India, etc”^ India has a very favourable 
balance of trade , but her obligations to the 
United Erngdom and other countries are large 
Consetiuently, she receives payment in bullion 
only for a portion of this balance For the rest 
she receives no direct return How far this latter 
amount is a dram upon the resources of the 
country wdl be discussed m a later chapter. 


6 PRICES 

From about the middle of the nmeteenth century 
a tendency towards a nse of pnces became visible 
This tendency has become more progressive during 
the last twenty-five years, and durmg the last ten 
years the nse in pnces has been enormous The 
decennial average for the penod 1891 to 1900 was 
j higher than the average for the previous decennial 
penod, and the average for the penod 1901-10 
i higher than that for the penod 1891-1900 Pnces 
have also risen considerably dunng the last four or 
, five years This rise has been especially marked 
i m the prices of food-grams The foUowmg state- 
ment shows the mcrease m the year 1909 m the 
average retail pnces of the pimcipal food-grams as 

iVido Review of the Trade of India, 1913 14 
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compared those of 1S73 (the prices of 1873 
being taken ns 100) : ^ 


Eice 

- 

• 



- 222 

Wheat - 

• 

- 

- 

• 

- 201 

Javar - 

- 

. 

• 

• 

- 176 

Bajra - 

- 

. 


• 

- 168 

Eagi - 

- 

- 

• 

• 

- 247 

Gram - 

- 


. 


- 185 

Barley - 

- 

- 

- 

- 

- 165 


The index-number for the seven food-giams taken 
t-ogcthei i\as 195 In 1908 the prices were e\en 
higher, and the mdox-niunber of food-giains then 
rose to 231 The following table gives the mdex- 
numbers of important articles for the yeais 1910-12 
(the prices for tlie qiunquennmni in 1890-94 — a 


normal period — being taken as 

100) 


0^ 


1910 

1911 

} 1012. ^ 

Food grains — cereals 

127 

126 

( 143 ? 

Food-grams — pulses 

124 

122 

U42 

Other articles of food - 

130 

133 

(136 ' 

Oils — seeds, oils, and oilcake - 

143 

149 

U56 i 

Textiles — cotton - - - 

119 

144 

aeo 

Hides and skins ... 

164 

159 

[172 " 

Other raw and manufactured 



I 

articles .... 

127 

126 

fl32 ' 

Bmlding matenals - 

142 

146 

149 ' 

General average - 

132 

134 

141 


The averages, as shown by simple mdex-numbers^, 
give only a rough idea — not a wholly correct view of 
the general pnce-level The system of weightmg, 
that 13 to say, assignmg values to articles accordmg to 

^For details sco Prices and Wages in India A statomont 
ginng tho causes of the rise of pnoes for every quinquenmum 
•will bo found in Appendix E 


Extent of 


Index- 

numbers 



162 INDIAN ECONOMIOS 

their importance in the consumption or trade of the 
country, would be more satisfactory, but this method 
IS not free from difficulties 

Now the question la, what are the causes of this 
rise in prices?^ Prices, as we,^knoWj are tl^ejex- 
pression of the relation of commodities to the 
medium of exchange, A variatibn can only ensue 
when there is a disturbance of this relation A 
rise in prices can thus be due to one of four 
causes (1) an mcrease m the demand for commo- 
dities, (2) a decrease m their supply, (3 )_m 
addition to the quantity of the medium , and (4)^n 
mcrease m the rapidity of its exchange. It is 
difficult to say exactly to which of these causes the 
rise in pnces is due, or whether it is due to a com- 
bmation of two or all of these causes, and, if the 
latter be the case, m what proportion it is due 
to each of them. The population of the country 
has increased by nearly 10 per-cent since 1890, and 
this would account for a part of the nse The 
standard of hvmg has shghtly risen ip the country, 
thus raising the demand, and there has also been 
an enormous mcrease m the demand in other 
countries for Indian food-products. ( As for the 
supply, the statistics published by the Government 
show that the area of the cultivation of food- 

1 The Government of India deputed Mr KL L. Dntt, o, high 
officer of the Finance Department, to investigate the extent 
and the cause of this nse in prices. His Report was published 
a few months ago, and, whatever view may bo taken of Mr 
Butt’s conclusions, the Report itself is undoubtedly very intercst- 
mg reading A synopsis of the causes of the nse of prices, as 
given m this Report, will bo found m Appendix F 
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3rops has diminished only m a few provmces, and 
increased in others , but these statistics are not 
wholly reliablOj and it is not possible to say wnth 
ccitainty whether the total production of each of 
the important food-grams has mcreased or decreased^ 
In any case, it is very probable that the supply has 
not increased in propoition to the demand, the pro- 
duction of jute, cotton, and other commercial crops 
for meetmg the growmg demand m the woild 
markets havmg prejudicially affected the cultivation 
of food-grams ^ As for the medium of exchange^iF' 
IS a factor of great complexity even m a com- 
paratively undeveloped countiy hke India It 
consists not only of corns and currency notes, but 
of bills, cheques, drafts, etc, the amount of winch 
can never be defimtely known , while the rapidity of 
exchange of the medium is a thmg which cannot be 
measured No one can, therefore, be sure as to how 

^ This IS also tho new taken by Mr El. L Dntt But the Govern- 
ment of India, in their Resolution on tho Report, observe that 
“ strictly speaking, there has been no substitution of non food for 
food crops in tho country as a whole,” and “ that so far as trust- 
worthy statistical endenco is available, it would appear that tho 
area under food crops has increased m almost exact correspondence 
with the growth of population, a fact which must bo held to 
imply tho production on tho average of a relatively larger and 
more efficient food supply, m new of tho large extension of 
irrigation and transport facihties Tho statistical data rolatmg 
to acreage under food-crops do not, however, cover the whole 
ground, as information is admittedly wantmg for largo areas , 
and partly for this reason, and partly owmg to the defective 
character of tho information available regarding the other factors 
mvolved, no really rehable estimate of tho out turn durmg tho 
period under renew can bo framed.” 
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far the nee of prices is due to the currency system, 
hut it IS not improhable that the artificial regula- 
tion of the supply of silver cuirency — which prevents 
the automatic adjustment of the money supply to 
the demand — has had sometlung to do with this 
rise The nse may also he regarded, though m a 
small degree, as a part of the world-movement 
towards a nse of prices which has become manifest 
durmg the last few years ^ The mam causes of 
this world-movement appear to be a higher 
standard of hving throughout the cmlised world, 
greater development of credit, and mcreased output 
of gold. In regard to the last factor, Prof Sehgman 

*The wnter oE an article headed “Pnees and Currenoy” m 
the Pioneer Mad (April 28, 1911) Buggoatod that the chief caueo 
of this nse m prices was an inflation of the currenoy, the reasons 
assigned for such inflation being the absence o! a gold standard 
and the comparatively high rate of interest whioh prevailed 
m India He wrote “Taking Mr Atkinson’s figures (in 
which the prices of 1868 1876 are taken as 100) we find that tho 
index-number for food pnoes, far and away the most important 
Item, which stood in 1880 at 108, had fallen to 103 in 1887 In 
1888 it rose to HI, and by 1892 it had risen to 138, falling 
shghtly in 1893, the jear of tho closing of tlie mints, to 131 In 
tho years 1896 and 1897, years affected by famine, it rose to 133 
and 171 respectively, falling, however, in tho next two years tc 
122 1900 was, of course, a year of severe famine and scarcity, 

and the index number rose accordingly to 152 (in 1900) and 148 
in 1901 It fell in tho following years, and in 1904 stood at 118, 
tho figure of 1890 Prom that time it rose steadily to 139 in 
1905, 167 in 1906, 178 in 1907, and 202 in 1903, a year, howeier, 
affected by scarcity Since then, under tho influence of good 
harvests, pnoes have cased somewhat, but they are still well 
above the level of 1904.” Tliese vanationa, the writer pointed 
out, in the level of pnoes exhibited a close correspondence with 
the vanations in the issues of rupees from the niint 
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temporary 
or permanent I 


says, *' Gold, is bsing i;iirned out in such enormous 
quantities that it is faUing m value But a fall f 
in the value of gold, other tilings being equal, is | 
tantamoimt to a rise m prices ” * 

As for the question whether the nse is hkely 
to be temporary or permanent, it is safe 
conclude, as Mr Dutt does, “ that the nse of pnces 
is likely to continue for some time to come At 
any rate, it is haidly likely to fall ” 

So far as luternational commerce is concerned, ^EfEects^ 
India has been a gainer by this rise m prices, fori 
she has obtained a larger value from other countnes| 
for her exports , But witlun the country the/ 
different sections of the community have been 
differently affected by it As all members of 
society are conaiuners of food-grams, the nse of 1 
prices has affected all to some extent In so far 
as the nse has been due to an mcrease of demand, 
the cultiva tors^ especially those who hold land at 
fixed rentals, have .reaped jSn advantage, though, 
owing to their want of ed,ucation,^their ignorance of 
maiket conditions, and their extreme need, a large 
part of their gain has been filched away from them 
by middlemen On the whole, it has improved their 
economic condition and enabled them to mcrease 
t^ir consumption of goods The tradmg classes 
have also benefited, by„ it_ to the extent that the 
adyan Cephas stimulated the growth of commerce. 

It has been beneficial to landlords only m those 
cases m which they have been able to demand ' 
higher.j’ents from their tenants m consequence of 
this nse But the wage-earners^ m aU occupations 
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have undoubtedly suffered a loss, as the nso in 
wages has not kept pace with the nse in prices 
This loss has been senom m eases in which the 
wages have been more or less customary or where 
the incomes have been more or less fixed The 
rise m prices has placed a heavy burden on the 
middle classes of society through the increased cost 
of hving It IS interesting to note that as a con- 
sequence of this nse, the debtor has reaped an 
advantage, while the creditor has suffered a rather 
severe loss 



CHAPTER X 

EXCHANGE — (Conimued) 
1 OUKBENCY 




^fOKEY -wfis lu use m India m the very earliest ^Antiquity of 
times of which we have recoid At the very dawn'i^dmf 
of lustory, we find the Indian people already w'ell 


advanced in civilisation They were at the tune 
actually entenng upon wliat is known as the manu- 
fnc tilling and commercial stage Such a state of 
society implies exchange, and exchange implies the 
use of money 



The great antiquity of Indian money is proved; proved from 
from various soui-ces, the cluef amongst w'hich areilour^ 


(a) the most ancient accounts of the population and 
condition of society in India , (&) the Vedic writmgs , 
(c) the code of IManu , (d) the Buddhistic works , 
(c) numismatic and other archaeological remains , 
and (/) comparative philology^ Yanous lands of 
coins made of gold, silver " and copper were in use , 
and many other substances, such as clay, lacquer, and 


* Ftcfe Del Mar, History of Money, p 53 • 

® Histonans toll ub that silver was m the earliest period more | 
valuable than gold. 
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shells (cowries) were also used for exchange. Tlie 
Sovereigns had the prerogative of coming gold or 
silver, though adequate measures were rarely taken 
to prevent coinage by private persons 

During the Mahomedan rule, a reform of the 
currency was undertaken, and several interesting 
monetary experiments were made Tlie nders 
began to enforce the prohibition of com ago by 
pnvate persona Mahomed Tughlak entertamed a 
new scheme of finance, m pursuance of which he 
at first debased the silver coins, and ultimately 
(issued copper pieces, which were to circulate at the 
Inominal value of silver corns But tins bold 
scheme, which was in reality a forerunner of the 
(modem system of paper money, failed The dis- 
covery of America and increased commercial 
relations with Europe led to an influx of silver 
into India in exchange for spices and gold, and 
, Akbar the Great attempted to mtroduco a uniform 
^standard, hut Ins efforts did not fully succeed 
r In the seventeenth century, the Ea^ iS-dm Com- 
l pany also began to issue coins for use in t heir 
factones Durmg the remaining years of kloghul 
rule, coins continued to bo struck at vanous places, 
and they were of different weiglits 

At the begmnmg of the nineteenth century, 
some parts of India {eg Madras) maintained a gold 
standard and currency, elsewhere, as m Bengal, a 
silver standard ohtamed, with gold corns in con- 
current circulation, throughout India the corns, 
whether of gold or silver, differed in denominations 
as well as m intriTimP, value, even withm the same 
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distncts In 180G tlio Directors of the East Indio 
Company ga\e their ajipinkation to the demand foi 
n nmform coinage, and the first step that was taken 
was to replace the old niisccIlnnoouB coinages by 
four denominations of rupees and fewer kinds of 
gold coins In thoir Despatch to the Goaemments 
of Bengal and IVtadras, the Directors observed that, 
while fully satisfied of the silver rupee being the 
principal moasuro of \aluo and the money of 
account, they by no means desned to drive gold 
out of circnlaiion Nci erthcless, in,1818, thcjiipee 
was substituted for the gold pagoda in Madias, 
and, In itio rupee, winch weighed 180 grains, 

and umlaincd 1G5 giains of pure silver, was made 
l!io *ftamhrd coin for the whole of British India 
It was further enacted that “ no gold com shall 
henceforward he a legal tender of paament m any 
of the terntoncs of the Compan} " The commg of 
gold mohurs (IG-nipcc pieces) was authonsed by 
the Act of 1835, and m 18 tl a Proclamation autho- 
rised officers in charge of public treasuries "freely 
to roccueJ;h^o coins ” A few years later, how- 
ever, the effect of the Proclamation was found 
einharmssing te the Goaernment of India, on account 
of the extensive discovcncs of gold in Austiaha, 
winch resulted m diminishing its value m relation 
to silver Consequently, m 1852, the Proclamation 
of 1S41 was avilhdrawn In 1864 the Government 
of India proposed that sovereigns and half-sovereigns 
coined at any Boynl I^Imt in England, Austraha 
and India, ho made legal tender at the rate of 
one soacicign for 10 rupees, and that Government 



170 INDIAN ECONOMICS 

currency notes should be oxchenged either for 
rupees or for sovereigns at that rate The Imperial 
Govomment, though unwilling to make the sove- 
leign legal tender, accepted the second proposal 

India thus continued to be a silver-standard 
country ^ Silver was received in the Indian mints 
without hinit when tendered for coinage Conse- 
gnently, the value of the rupee in gold depended on 
[the gold pnee of the silver bulhon The discovery 
|of neu silver mines and the demonetisation of 
[silver by many civilised countries caused a hea^7 
fall m the value of silver From 1871 the ex- 
change value of the rupee fell almost continuously, 
and m 1878 the Government of India suggested 
tho_a_doption of a gold standard wlnle.relainmg- the 
silver, purrency, but the proposal was vetoed by tlih 
Imperial Government on the advice of a Depart- 
mental Committee But the rate fell fiom 2$ m 
^ 1871 to l8_. 3d. jn 1892 Although for internal pur- 
poses it did not matter much, yet jn tlm trade 
Rations of India with gold-standard ebuntnes it 
pioduced very bad results. The violent oscillations 
m the rate of exchange upset trade conditions, and 
hmdered . the _ development of India by foreign 
i ^itel/ Besides, the Goyerament of India piiffercT 

iTido Report of tit Indian Currency CommtUte, 1898, pn. 

1 and 2 

In 1892, tho Bengal Chamber of Commerce represented to 
the Govommonfc that “ it ■was impossible for men of business to 
feel any confidonco in tho future value of tho rupee, and they 
behove that such a state of thmga restricts tho investment of 
capital in this country and sonously hampers logitimato enter- 
prise ” 
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threa t loss in making remittances to meet its obliga- 
tions m England The number of lupees required 
for defrajdng the sterlmg expenditure in England 
increased with each fall in the exchange-rate of the 
rupee The Government had also to pay compensa- 
tion allowances to British officials to make good 
the loss which the latter suffered This rendered 


neeessary a consid erabI.ejiicrejise pf taxation , and the 
\noIeiit fluctuations m the value of the rupee made 
the prepamtion of the Budget an exceedingly difficult 
task^ In \Tiew of this embarrassment, the Govern- 
ment tried for a number of years to promote a 
system of International Bimetallism But when 
them efforts became ineffectual they appomted, m 
1892, a Committee, under the presidency of Lord 
Hcrscholl, to considei the proposals submitted by Thei 
the Government of India for the closmg of the 
mints to ^iie fiee coinage ''f silver, and for the 
adoption of a gold standard In accordance with 
the recommendations of this Committee, the Comage 
Act of 1893 proiuded for the closmg of the Indian 
!Mmts to the free coinage of both gold and silver, 
the Government retaining the power to com rupees 
on its own account Notifications were also issued 


arranging for (i) the receipt of gold at the Indian 
Min ts in exchange for rupees at the rate of 16d. 
per rupee, and for (u) the receipt of sovereigns and 
half-sovereigns m payment of dues to the Govern- 
ment at the rate of Its 16 for a soveieigm^ The 


1 The 'Fowler Commiltco rccommondod that “ the closing of 
the miats to the free comago of silver shonld be accompanied 
by the announcement that, though closed to the puhho, they 
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net xo'=qUs of these racasnres were |(I) that the 
exchange value of the rupee ceased to eoin- 
etde wth the price of siher, and (2) hhafc siher 
ceased to bo the standard of value, though it con- 
tinued to he used as the chief matenal of currency 
ft old, hovrever, did not yet heconio legal tender ^ 

I In 1808, another Committee vas appointed, under 
the chauananship of Sir Henry Fowler (afterYTards 
Lord Wolverhampton) The Fowler committee 
reported in 1S99 Their chief recommendations ^ 

will I'c u=o<l bv Goremment for tlio ooinngo of rnpoea jn oYclinngo 
fo' gold at ft mtio lo t)Q fixed tit, say, Ifl dd per rupee , and that 
at tb" Goacramt nt trea.<iurie’ gold will bo received in aatiafaction 
of piibbo due’ at Ibo eamc ratio" {Indian Currency Cotnmtllcct 
I epcrl, ISOa, prvra. IfiC) 

‘ •' We concur with the Government of India in their decision 
not to revert to the Silver Standard Over four fifths of 

the foreign trade of India la with Gold Standard countnes, and 
for this rta’on it la dc’irvhlc that India should have the same 
rrrasurc of value aa tho’e countries . . A further and ccr- 

tidniv not le»^ important consideration for a country hko India 
b tl ftt rn c«tivblia]ied Gold Standard is Ibo simplest and most 
rffcctivo means of nttmctinc capitaL Wo aro m favour 

of mnlung the British rovernga a legal tender and a current coin 
m India. Wo abo consider thnt, nt the same tiino, the Indmn 
minffl should l>e thmivn open to the unrestricted comngo of 
j aid on t'-rms and conditions puoh na govern the three Australian 
IranoV’ of the P.ojal Mint Tlio rc”ult -roiild bo thnt, under 
iJ-'af?caI condiliom, tho sovereign would bo corned and would 
nrtnla'e both at homo and m India Under an olTeetivo 

Geld b andard nipeca would lie token coins, subsidiary to the 
sav^rUrr But (xisUng conditions m India do not warmnt tho 
in (10 itmu of a limit on the amount for uhleh they should con- 
f >*u f' n I gil tindi^r . , In coniln*'ion, wo dedre to record 
o— tpniao that the effective r slablishment of n Gold Standard 
ts t f iv-Lfam-unt importance to t’m maP.nal interests of India 
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uore (1) that the Biitish sovereign should he made 
a legal tender and a cunent com m India, (2) 
that the lupee should also contmue to he legal 
tender to an imlunited extent , (3) that the storhng 
rate for the rupee shoiild he fixed at Is 4(i^; (4) 
that the Indian Mints should be tluown open to 
the unrestricted coinage of gold , (5) that the Mmts 
should not be reopened to the free comage of 
silver, (6) that, though the Government should 
contmue to gn e rupees for gold, fresh rupees should 
not be coined until the proportion of gold m the 
curi'cnc}’’ \Ya3 found to exceed the requirements of 
the public , and (7) that any profit on the comage 
of rupees should not be ciedited to the revenue, or 
held as a portion of the ordinary balance of the 
Goveiimient of India, hut should be kept m gold 
as a special reserve, entirely apart from the Paper 
Curiency Peserve and the ordmary Treasury 
balances 

Tlie Government of India approved of these | Gove 
recommendations, and proceeded to give effect toirfj’on 
them In September, 1899, the sovereign was 1**°“ 
declared legal tender, but the rupee also contmued « 

Not only vvill stability of oichnnge vnth the great commeioial 
countnes of the world tend to promote her existing trade, but 
also there is every reason to anticipate that with the growth of 
a confidence in a stable exchange, capital will be encouraged to 
flow freely into India for the further development of her great 
natural resources Nor the speedy attainment of the object, it 
is eminently desirable that the Government of India should 
husband the resources at their command, exorcise a resolute 
economy, and restnet the growth of the gold obhgations ’* 

1 The Comimtteo wore not unanimous m regard to this rale 
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io be legal tender to an unlimited amount In 
1900, the tEen Finance Member to the Government 
3 f India announced m the Imperial Legislative 
Council that it had been decided to constitute i 
branch of the Loyal Mint for the coinage of gold, 
but the scheme was dropped after neanng com 
pletion m 1902 The existing monetary standari 
IS what has now come to be Icnown as the 
Excliange^ Standard, or, in other words, fiL-SSjl 
standard withou't a gold currency ® Gold is not nsei 
by the people for ordinary transactions — ^it does no 
circulate to any considerable extent m the form o 
corns ® The bulk of the metalhc currency consists o 
corns which circulate at an artificial value far greate 
than their mtnnsic value The Government make 
this currency exchangeable mth gold m tho inter 
national money market This system, which was firs 
advocated by Sir A, M Lindsay, has been adopte 

‘ Sir C Dawkins added " India has at length emerged from 
period of transition in her cnrrency, has reached a goal to whio 
she has been strugghng for years — has established a gold standar 
and a gold currency ” (Speech on the occasion of tho Eudgt 
Statement, 1900) 

®The gold exchange standard should bo distinguished from th 
“ hmping standard” which exists in Franco The former diffbi 
from tho latter m that ( 1 ) tho Government of India keeps np i 
support of the exchange an elaborate meolianisni, wUioh is no 
reqmred m Franco, and (2) in Franco there 13 a large oirculntion 
of gold, whereas in India tho oiroulation of gold is veiy small 

’ The Government did their best to eneourago the circulation of 
gold, hut the cfFect was ]UBt tho reverse of n hat they desircd- 
Here was a practical illustration of the currenoy maxim that tho 
popularity of a com 'i arms inversely uuth tho anxiety of tho 
possessor to part with it 
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by the Government, not as a consistent whole, hut 
piecemeal, as the result of a series of experiments 

The immediate object of the closure of the mmts^ immediate 
was to raise the value of the rupee by restnctmgf®^®®* 
the supply. In 1893, the rupee stood at Is 2^d.j 
The Government set itself to the task of rais- 
ing its value In this, however, they were disap- 
pomted.' The restnction of supply caused appre- 
hension in the minds of the people, and brought into | 
cu dilation the hoards of rupees, and the quantity 
which would otherwise have been used for artistic 
and ornamental pm-poses remamed to swell the total 
silver currency Eupees wluch were outside British i 
India also naturally sought the Indian marketa [ 

The first result of the closure of mints, therefore, was ^Further fall in 
that the rupee fell m value ^ The Government 
stood out for a while, but m the end was compelled | 
to sell rupees for about Is Ijd, Durmg the next few 
years the pohcy of abstention from comage was > 
resolutely persisted m But the value of the rupee 
continued to fall, and m January, 1896, it reached | 
the minimum of 12 |d After that date it rose by > 

gradual steps till m 1898 it stood at par Smce ' 'rae 
that time the value of the rupee has not fluctuated in value amce 
m value to any important extent, except for a 
bnef period during the crisis of 1907-8, when its 
value feU considerably below specie pomt^ 

^ This immediate result was foreseen by Professor J S Nichol- 
son [inde his artiele entitled the “ Indian Currency Expcnment” 
in the Contemporary Eemew, 1893) 

» In 1908, the exchange fell to Is SJ^d , but this marked fall 
was due to the combined effect of the Indian fammo and the 
American monetary crisis 
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This currency expenmont has been the subject 
of cnticism of vanous soils The admirers of the 
system claim for it great and unqualified success^ 
Experience shows, they say, that the system is per- 
fectly stable, as was found when it stood the severe 
test of the crisis of 1907-8 , great developments of 
trade and mdustry have proceeded under the system, 
it has settled the finances of the Government and 
has made possible the remission of a considerable 
amount of taxation , and, lastly, the wisdom of the 
measure is proved by the fact that many other 
countncs have followed the example of India in this 
matter® Its detractors pomt to the melasticity of 
the system as a great defect In busy seasons an 

^ Prof KoyHcs Tmtes in the Economic Journal (October, 1014) t 
“ The Gold Exchange Standard, based on a reserve in London, 
has enabled the Indian currenoy system to meet the crisis better 
than that of almost any other country No moratonum has 
been declared, and the exchange value of the rupee has been 
majntamed throughout between the gold pomts Of no other 
important country can this bo said.” 

* The Gold Exchange Standard has boon adopted by the 
Phihppincs, Mexico, and the Straits Settlements The currenoy 
systems of Eussia, Holland, Japan, and Austria Hungary also 
are not very different from the Indian system The Currenoy 
ComuuBsion (1914) point out that, ” in those countries, as m 
India, gold actually in circulation is of secondary importance, 
and the intomol medium of circulation, whether it be a silver 
com or a paper note, depends for its value m exchange, not on 
Its own intrinsic worth, bnt on the mamtenanco in reserve of gold 
or resources readily convertible mto gold, and m the case of 
Russia and Japan, at any rate, largo portions of the gold resonrees 
arc held not at homo, but m London, Paris, and other monetary 
centres, just as India’s Gold Standard Reserve la hold m London ” 
(Report, para 61) 
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increased currency is required, which, m a dull 
season, leads to an inflation of the currency from a 
want of automatic regulation, and thus raises prices 
They hold that it is advisable for the Government 
to have to do as little as possible with the cmiency 
Further, they contend that during the crisis of 
1907-8 the system was almost on the verge of a 
collapse and that m a graver cnsis it may com- 
pletely break down ^ As for the remission of taxa- 
tion, they argue that there has really been none, 
for the remitted taxation represents the additional 
amoimt that was taken from the tax;payers by an 
artificial appreciation of the rupee ^ “ There seems 

apparent,” says one writer, “m the pohcy now 
pursued a disposition to secure tactical advantages 
at the expense of the strategy necessary to ensure 
permanent success”® 

^ Tho following question by the Chairman of the Commission 
and the answer given by Lord Inohcape are mterestmg m this 
connection . 

Q 10,186 You do not think there is a danger that m some 
severe onsis when there has been, say, not only famme m India, 
but a severe monetary disturbance m London, you would find it 
difScnlt to roahso your securities at anytbmg but a rmnous 
price 7 

A Things then would bo very bad mdeed You would aU 
be “ bust ” up, if it came to that 

• The amount of taxation remitted between 1898 and 1910 
was 6 crores of rupees, and this, accordmg to the late Mr G K. 
Gokhale, was the additional amount taken from the people by 
means of the appreciation of the rupee (G K, Gokhale’s Budget 
speech, 1910) 

*An article entitled “India’s Monetary Condition” m Economic 
Journal, December, 1910 
I B 
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Now, if it be admitted that the system is 
aot perfect, what are the alternatives to it? 
Some people, whose number is exceedmgly small, 
have advocated a return to the old system , but 
to do so wiU mean a recurrence of the state of 
affairs which made the adoption of the Gold- 
Exchange standard necessary Bimetallism ^ is 
another alternative, but it can be successful only 
if it 18 accepted by at least a majority of 
the civdised nations, which is very unliBely to 
happen 

The third alternative is the adoption of the Gold 
Standard m its entirety, and the advocates of this 
system consider it desirable that the Government 
should actively encourage the circulation of the 
sovereign Tlie chief arguments adduced m favour 
of such action have been thus summarised by the 
Einance and Ourroncy Commission 

(i) That gold IS a more convenient and portable 
medium of circulation than the rupee 

(ii) That a gold currency is a necessary step 
towards what may he regaided as the ideal currency, 

j VIS , paper backed by gold m reserve 

(ni) That some prestige attaches to the possession 
;of a gold currency, whereas a silver circulation is 
S the mark of less progressive peoples 

(iv) That a large amount of gold m circulation 

I 

! 'Prof J S Niohohon,iQ.hiB Monty and Monetary Problems, baa 
tried to prove that bunetaUism is both ad^ antageouB and prao- 
hcable. On the other hand, an eminent anthonty like the late 
Sir Robert Giflen held that bimetalhsm was unattainable, and, if 
attained, ■would be dangerous. 
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Is n ftrong.nnd, in the mcw of some people, the only 
odoqnntn siipport for exchange' 

(v) lliat iho con‘»(-ant mintage of fresh supplies 
of rupoea is ohjcctionablc, and ^\onldho obviated by 
an increasing circulation of soxcroigns 

(\’i) That until India has a gold currency in 
aclue circulation, India uill continue to possess an 
nrlificinl and managed currency. 

(\ii) That India should ho encouiagod to absorb 
gold in order t-o protect the v orld in general from 
a further n^c of prices duo to tho greatly mcreased j 
production of gold 

To these arguments tho objectors (including tho Aninrcni 
majorih of tho Commission) reply ns follows • Iw^ments 
(i) The first argument is valid only in so fnr|' - 
ns largo payments are concerned, but even there i 
notes arc preferable to gold. 

(n) History' lends no support to tho second 
argument, and it is not impossible to reach tho 
ideal system of currency without taking tho mtor- 
mediatc step of a gold currency. 

(m) Tlie third argument is tho result of a con- 
fusion m the minds of some people between a gold 
standard and a gold currencj In internal circu- 
lation, a widespread use of cheques is the most 
progressi\c systein ; for tho cheaper the raonoy- 
matenal, the greater is tlio economy in the use of 
the precious metals. 

(iv) As for tho fourth, tho opinion of eminent 

^Most of Iho odraneod connlrics have adopted tho gold 
Ktandanl, Clnna bomg now practically tlio oiil> civilised country 
with a nlvcr currency 
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economiBts and financiers, as 'well as the experience 
of the most advanced countries, is against this view, 
as a matter of fact, the only support for exchange 
in a monetary crisis has always been found to he 
in the gold reserve of the banhs and not in gold 
in the pockets of the people^ 

(v) The fifth argument is met by the reply that 
rupees are generally used for small payments, and 
a larger circulation of sovereigns will not obviate 
the need for the mmtage of fresh rupees to any 
appreciable extent, on the other hand, gold coins 
vnU prove a very formidable rival to the note issue, 
which wdl be most undesirable 

(vi) In regard to the sixth argument, it may be 
urged that a “managed” system is not necessarily 
a bad system, and that it is not possible for the 
Government of India to mampulate the currency 
for their own purposes, for they can add to the 
active circulation of the currency only m response 
to pubhc demands 

* (vu) The last argument is not one of any impor- 
; tance, for the extent to which India should use gold 
.must be decided solely m accordance with India’s 
own needs and wishes, and it would be manifestly 
unjust to force gold corns mto circulation m Tnflm 

^ “ Gold wanted for exportation ia almost mvanably drawn 
from tbo reaervea of banks, and is never likely to be taken from 
the outside circulation while banks remain solvent” (J S. 
Mill, Political Economy, bk. in. oh. 22) 

“ We only have as an effective oiroulation that which is required 
for the daily wants of the people You cannot tap that to any 
extent so as to increase your central stock of gold ” (Lord Goeohen’s 
Speech at the London Chamber of Commerce, 1891) 



EXCHANGE 181 

on the ground that Bueh action would benefit the'^ 
gold-using countries of the world. 

The conclusion at which the Commission have Ohamberlaia 
arrived on this point is that gold m circulation 
18 “ wasteful," and " that it would not be to India’s 
ad\antage to encourage such circulation"^ This, il 
however, does not dispose of the question of the | 
adoption of a Gold Standard 

The advocates of a gold currencj demand the| Suggested 
establishment of a Gold Mint in India In March, | 

1912, Sir Y. D Thackersey moved a resolution m the 
Imperial Legislative Council urging that the Indian 
Mints be opened to the free coinage of gold and that 
distinctive Indian coins be issued^ A vigorous 
agitation has also been earned on by Mr M de P 
IVebb and his suppoiters to secure the same object’ 


* Sir James Begbio, however, in his Note of Dissent soys • 
“ The trne lino of advance for the currency policy is to dis- 
courage an extension of the token ourronoy by providing facilities 
for the distribution of gold when further increases m the currency 
becomes nccessory,” and ho odvocates the issue of a smtable 
gold com from an Indian mint {Beport, p 90) 

* The rinanco Member, Sir Guy Fleetwood TCilson, in his reply, 
expressed his sympathy with the proposal, but deohned to com 
nut the Government of India to any particular Ime of pohey 

® Mr M de P. Webb says Without on Open Mmt, the 
manufacturo of money depends upon the judgment or idiosyn- 
crasy of some individual or mdividuals holdmg ofiSce under 
Government And with the result that, instead of bemg auto- 
matic, in rcsiionso to the general demands of the public, the 
manufacture, or delay in monnfactanng, or non-mannfaotnre of 
money is liable to bo inspired by tho private or class requirements 
of a few influential morobanta or big money dealers Thus 
(1) tho foreign oiohangos, (2) tho ourront rates of mterost, and 
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The Chamberlain ComnuBSion, after fully discussing 
the question, remark " We cannot recommend on its 
ments the establishment of a gold mint in India 
But if Indian^sentiment genuinely demands it, and 
the Government of India are prepared to incur the 
e:^en 8 e, there is, in our opinion, no objection in 
principle either from the Indian or the Impenal 
atandpomt, provided always that the com to be 
nunted is the sovereign (or the half-sovereign), 
and it IS pre-enunently a question m which Indian 
sentiment should prevail If, however, the final 
decision be against the openmg of a gold nunt, we 
recommend that the notification of the Government’s 
readmess to receive refined gold at the Bombay 
mmt should ^be renewed on smtable terms" If a 
Gold Mint be esteblished, it will satisfy the 
advocates of a gold standard for India, for there 
18 no demand at present to go any further With 
a Gold Mint the currency system of India will ho 
^at once assimilated to those of the other cmhsed 
countries, and the future development of the system 
may be left to future circumstances as they arise 


(3) tho general level of pncea may all bo mfluenced by -wrth- 
holdmg money when it is badly wanted, or issuing it m excessive 
amounts when there is no real widespread demand for it The 
defectB and grave abuses inseparable from State management 
have been so widely recognised, that closed, State managed 
Mints have been everywhere abandoned long ago India, 
Persia, and China are now the only promment rebcs of bygone 
ages in these matters. It seems hardly fit that India, with its 
vast mtemal and external trade, should any longer keep company 
with Persia and Chma in their pathetao look of monetary system " 
Advance, India ! (p 36) 
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To keep up tko Gold-Exchange Standard and to) Devioea 
prevent great flnctuatioua m the value of the rupee,' 
two things are essential firstly, that unporters of^ 
gold should obtain rupees for their gold ; and] 
secoiully, that ivhen gold is required for the purpose- 
of remittance, the exporters should get it in excbangOi 
for silver. To ensure this, the Government sells and] 
buys rupees in India and m London at the rate oi- 
ls 4d the rupee plus or mimis, as the case may be,' 
the approximate cost of transport And for thesb 
transactions, a Eeservo is kept partly in London and 
partly m India 

In accordance with a recommendation made by 
the Fowler Committee it was decided that, with 
effect from the Ist of Apnl, 1900, the net profit 
from the coinage of rupees should not be treated as i 
revenue, but should be held as a special reserve^’ 

Up to 1906, practically the whole amount was 
remitted to England and appropnated to the 
purchase of Lntish Government Securities, the 
inteiest reahsed beuig added to the fund and 
invested , but in that year it was decided that a 
portion of the Eeserve should in future be held m 
silver in India In 1907-08 and 1908-09, m con- 
sequence of a further decision, half the profits on 
coinage were to bo apphed to capital expenditure 
on railways, and about £1,100,000 was actually 
diverted for the purpose , but this decision was soon 
reversed 

1 There IB a tendency in some quarters to regard the Gold j 
Standard Eosorro aa an asset against the Pnbho Debt of Indio. i 
But thiB view Beoma to bo unsound and erroneous ? 
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On the 31 8t March, 1913, the Eeser-^o stood as 
oUows 

Crores (ibcmt). 

Securities (at market value) £16,946,669 =24 
Money lent at short notice 1,005,664 =li 
Gold deposited at the Bank 

of England - - 1,620,000 =2J 

Silver in Indian Branch 4,000,000 =6 

Total £22,671,3331 = 34 

The location and the composition of the Gold 
Standard Eeserve have given nse to much criticism. 
It has been suggested that the whole of the Beserve 
should be held in India and not in London, in order 
to prevent India’s financial interests from being 
endangered in the event of a monetary crisis m 
England, The usual reply to this suggestion has 
been that the necessity for the use of the Reserve 
will anse m London, and it would mvolve the 
expenses of frequent transfers to hold it in India 
Another objection is to a large portion of the 
Reserve being held m Securities wluch are not 
realisable m times of need without much loss , but, 
on the other hand, it may be said that the mterest 
accrmng from the mvestment is likely to more 
than counterbalance the loss due to a depreciation 
m the value of the stocks in a crisis The third 
objection is to the lending of considerable sums out 

1 In the interval boWoen the Slat March, 1913, and the 31st 
Ootoher, 1914, the aggregate of the Gold Standard Reserve in- 
creased to £26,837,000 If the entire profits of the coinage of 
mpeos are allowed to acomnnlate, wo should have a Reserve of 
about £40 nulhons in ton years’ time 
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of the Eeserve to borroweis in London. If any 
poition of the Reserve (it is urged) can be safely lent 
out to bonowers for short periods, it should be done 
m India where there is much dearth of capital To 
this reasonable cry of “ India’s money for India,” no 
exception can be taken. Lastly, it is contended 
that no good reason exists for holding a portion m 
silver, the Reserve bemg required for the purpose 
of ensurmg the stabihty of the sterlmg value of 
rupees 

The Chamberlam Commission suggested that the Oommission’s 
gold portion of the Reserve should be immediately 
increased to £10,000,000 and that the greater part 
of the Securities should be such as are for early 
redemption By the 31st October, 1914, consider- i 
able changes occurred m the composition of thej' 

Reserve. The amount of the gold held m London Gold standard 
at that date was £2,300,000 and that m India was ^^ot!i 9 i 4 
£6,233,000 , and the total of Paper Securities was 
£13,371,000 

As for the amount of the Reserve which will be Amount of 

Kcscrv© 

an absolute guarantee agamst any possible crisis, it esBontioL 
IS not possible to suggest a definite figure As the ‘ 
Commission pomt out, “the Reserve is reqmred) 
not merely to meet the ‘home charges’ of theS 
Government of India at a time when an adverse"^ 
rate of exchange prevents the free sale of Council | 
drafts, but also to hquidate an rmfavourable balance I 
of trade to the extent necessary to prevent exchange | 
from falling below specie pomt On the other hand,j 
the Reserve is not required to provide for the con-| 
version mto sovereigns of the rupees m circulation | 
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in India Gold la world’s money, and India, 
like other great countries, needs gold less for 
mtemal circulation than for the settlement of 
external ohhgations when the balance of trade is 
msufficient to meet them That hemg so, the 
aggregate amount of rupees m circulation has only 
an indirect bearing on the question of the Gold 
Standard Keseive It is true that the Keserve is 
built up out of the profits on the coinage of rupees, 
but its object is not to secure the convertibility on 
demand of the whole of the rupees in circulation 
[ but only to provide a reserve sufficient to convert 
jinto sterling such amount of rupees as may at any 
moment seek export , in other words, such amount 
'as the owners require to exchange for sterlmg m 
order to settle debts due m sterlmg This being 
the purpose of the Keserve, its amount depends not 
so much upon the amount of rupees at any time m 
circulation as upon the growth of India’s trade and 
the extent of the deficiency which adverse seasons 
or circumstances may at any tune he reasonably 
expected to produce in the country’s power to 
hqmdate immediately its foreign obligations As 
f this IS mcapable of being defined, all that can now 
be safely said m this regard is that it would be 
advisable for the Government to go on accumulatm^ 
the Keserve for several years to come 

In 1896, a reform of the comage was undertaken 
The ‘ 1835 -rupees ceased to be re-issued, and m 
1901-2 similar orders were given with respect to 
I 1840 rupees In 1906, bronze corns were issued 
* Eepori of iJit Ohairiberlaxn Commissum, pp 20, 21, 
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fts tokoii'^ for small transactions, and they are now 
jiraduall) superseding tbo old copper coins. In 1909, 
onc-mina nickel pieces began to be coined , and it is 
now m coutomplation to issue balf-anna nickel coins 
Under tbo Acts of 1839, 18 tO, and 1843, the' Paper 
Presidency Panks of Pcngal, Bombay, and Madras 
were autbonsod to com Uotes payable on demand. 

But the circulation of the Uotos Mas practically 
limited to the Presidency towns An Act of 1861 
repealed tbo prcinous Acts and proinded for the 
issue of a Paper Currency through a Government 
Ucpnrtmcut by nicaiis of Uotes of tbo Government 
of India Since then, there haie been no Bank) 
Notes, the Go\cniment baling retained a monopoly | 
of Note Issue 


Under tbo Paper Cnrrcncy Act, 1905, Paper Donomina- 
Currency Notes of the following denominations, 
r»s*5, lls 10, Bs 50, Es. 100, Pa 500, Ps 1000, | 

Bs. 10,000, aro issued to tbo pubbo They arer 


i'^sued M'llhont limit in every Paper Currency olBce | 
against i^ces or gold There are eight circles of | Circles of 
issue basing their licadquarlors at Cajeutta, Cawn-t^®”° 
poip, Lahore, Bombay, Karachi, Madras, Caheut, and | 
Bangoon respectis cly , and until 1910, the Notes 
were legal tender only ssitbin the particular circle! 
from winch they had been issued. The Govern- 1 
ment were not legally bound to cash any Notes 
outside their circle of issue , but as a matter of 


fact, they were cashed m any Government Treasmy 
(if they were not for very large sums), and also by 
the Presidency banks The reason for this restric- 
tion was that if Notes were cashable m all circles 
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India to England The Secretary of State for India 
requires money in London for meeting the expenses 
of his office and various othei charges , and many 
merchants m England want to send money to India 
for the purchase of Indian produce for export 
The whole transaction is easily made by means of 
Council Bills, which supersede the necessity of 
transferring and re-transfemng bulhon, and thus 
save the loss m the shape of payments for height 
and msurance which would be incurred if the 
remittances were made by shipments of gold Every 
Wednesday the Secretary of State offers for sale 
through the Bank of England bills on the Indian 
Gkivemment authorities at Calcutta, Madras, and 
Bombay, and mvitea tenders from those who wish 
to remit money to India The notice states the 
hunt which the aggregate amounts will not exceed 
The Secretary of State does not bind himself to 
allot the whole amount mentioned m the notice, 
and as a matter of practice does not accept any 
I apphcations at prices lower than Is 3 f|d If there 
18 a brisk demand, the prices realised are compara- 
tively high , if the demand is dull, the bills are sold 
^ at comparatively low rates The maximum price 
’ IS fixed by the “ specie pomt,” that is to say, the 
jpomt up to which it is cheaper to buy Council 
\ Bills than to ship gold. The bills are sent by 
I the buyers to India, where they are cashed by the 
>i Indian Government Those merchants who want 
to avoid the delay of sixteen to eighteen days 
which the bills take to reach India can purchase 
Telegraph Transfers, for which they have to pay 
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slightly Jii^lier rat^js ^ " Intermediate " or " special ” 

Ihlls nnu Transfers can be obtained on othei days 
of the ^^cok at a price not less than -sVd. higher 
tlmn the loncst pnce charged on the preceding 
AVeduesda}-. 

The practice of drawing funds from India to\ Origin nnd 
nicol the Homo Charges by means of bills of|Ko%8Tem 
exchange on India was mhonted by the India 1 
Oihee fiom the East India Company , and it was ^ 
the large surplus of India's net exports over her 
net irnjiorts whicli made the system both possible 
and prolUnblc "With the closing of the mints to 
silvei in It?93, the system has assumed new mipor- 
tance, and has become “the central feature of the 
machinery by which tlic Indian finance and currency 
S 3 stem is at present managed” It was by a tem- 
poral^* ccs^tion of the sale of Council drafts that 
the autliontics fii-st tned to force the exchange 
■saiuc of the rupee to Is Id Smee then, the w'ork , 
of the S 3 stem has been extended in more than one 
direction, and it has been utibsed in effectmg 
fiequent changes in the location and disposition , 
of the resources of the Indian Goa emment * How i 
far the extended scope of the system has been 
beneficial or otherwise to the mterests of India, 
will be discussed m a later chapter It will suffice 
to mention here that dunng the yeai 1913-14:, the 

'Tho pneo charged for Tclcgraphio Tmurfors ib ordinarily 
,’jd higher than that charged for Bills, but when the Calcutta 
or Bombay Bank Rato ciceeda 8 p c , tho Secretary of State 
charges more than tho price of Bills 

* Vide Report of the. Ohambcrlain OommUsion, p 42 
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Secretary of State sold bills for over 46 crores, 
though he required only about 31 crores for his 
expenses 


2 CEEDIT 

Credit IS an indispensable factor in business 
In the towns, there are Indian bankers' or shroffs 
who generally do banking business on a small scale 
They finance nearly the whole of the mternal trad^ 
of India, but they rarely, if ever, discount European 
paper and never purchase foreign or sterling hi^s 
They do, sometimes, lend money on Government 
paper or similar securities, but the bulk of then 
busmess consists m the discounting of traders’ 
hooTidees and m advances to cultivators In the 
villages, as we have seen, the mahajan lends money 
to the agriculturists and other people of the neigh- 
bourhood The petty mahajan knows the affairs of 
his constituents mtimately, and the possession of 
this local Icnowledge gives him a great advantage 
over a big bankmg concern Loans are taken by 
I means of hand-notes (khuts) or pawns of jewellery, 

I or, as IS sometimes the case, by mortgages of pro- 
perty The aggregate of the transactions of the 
I maJmjan and shroffs amounts to" an enormous sum. 
f The larger banking mstitutions are constituted 
J on a European model The most important of these 
; are the Presidency Banks The Presidency Bank 
of Bengal was established m 1806, that of Bombay 
in 1840, and the Bank of Madras m 1843 They 

> 'vore ongmally semi-Govemment institutions They 
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enjoyed the pnvilege of issuing bank-notes, which 
pnidlege was withdrawn by the Act of 1861 At 
present, the Government have no direct connection 
with the Presidency Banks. 

The constitution and the management of the 
Presidency Banks are regulated by a number of Acts, 1 
the most important of which aie the Acts of 1867, 

1876, and 1907 These Acts prescribe the kind o^i^ 
business which they can undertake The restrictions j'^estriotions on 
winch the Acts impose on the Presidency Banks have, buamess 
besides considerably curtailing their loan busmess, ^ 
the effect of preventmg them from deahng m foreign 1 
exchanges (such as the buymg of Council Bills), or [ 
otherwise employing their capital out of India ^ | 

In accordance with the pi o visions of agreements > They are the 
mto which the Government of India have entered 

I 

with the Presidency Banks, they act as bankers for | 
the Government, paying and receiving money on its I 


^ The principal restrictions have been thus Bummansed by 
Prof J M Keynes “ (i) The Banks may not draw, discount, 
buy, or 6oU bills of exchange or other negotiable securities unless 
they are payable m India or m Ceylon , this restnction has ont 
oS the Presidency Banks completely from deahng m sterhng 
drafts or any kmd of foreign exchange , (u) they may not borrow, 
or receive deposits payable, outside India, or mamtam a foreign 
branch or agency for this or similar purposes, and they are thus 
prevented from raismg funds in London for use m India , (m) 
they may not lend for a longer period than six months , (iv) or 
upon mortgage or in any other manner upon the seourity of 
immovable property , (v) or npon promissory notes beanng less 
than two mdopondent names , (vi) or upon personal secunty , 
(vu) or upon goods, unless the goods, or the title to them, are 
deposited with the Bank as security” {Indian Finance and 
Currency, pp 201, 202) 



194 


INDIAISI ECONOMIOS 


behalf and managing the public debt , they receive 
m return a fixed annual payment and a commission , 
on the amount of the public debt which they manage 
The Government also undertake to keep a nununum 
balance at each Bank, or, failmg this, to pay interest 
on the deficiency ^ 

On the 31st of December, 1913, the extent of 
busmess of the Presidency Banks was as follows ^ 

B of BeugaL B of Madras B of Bombay 

Paid-up capital - €1,333,333 £500,000 £666,667 

Reserve - - 1,273,333 486,667 706,667 

Pubhc deposits - 2,009,830 577,104 1,337,448 

Other deposits - 12,166,356 6,373,107 6,771,129 

These banks have thus between them the use of 
nearly 6 crores of public money, but the bulk of 
their fimds consists of private deposits, the aggre- 
gate of which amounts to 36 5 crores The total of 
these reserves is about one-twelfth of their total 
deposits The private deposits have increased from 
6 4 crores m 1870 to 36 6 m 1913 

The Presidency Banks have their branches m 
different parts of the country These are under the 
direct control of the central offices, and their funds 
are included m those of the head offices 
j PText m importance to the Presidency Banks axe 
the Exchange Banks, which are concerned mainly 
with the larger operations of commerce, and one of 

J ^ Until 1876, the year in which the Government Reserve Trea- 
{ Buries were ostahhshod, the whole of the Government balances 
\ wore held with the Presidoney Banhs Smoe that year only a 
' portion has been held with them 

* Vide Stalietical Tables rdalxng to Banks tn India and Moral and 

Material Progress of India, 1914. For details see Appondii J 
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the most important of their functions is to finance 
export trade They buy and sell bills of 
exchange in the Indian as well as in the foreign 
markets. Some of them have offices m different 
parte of the woild The shareholdeis of these banks 
are mostly Europeans, but Indians deposit their 
moneys with them, on which they get mterest at low 
rates The most important of such banks are the 
Chartered Bank, the National Bank of India, the 
Mercantile Bank, the Delhi" and London Bank, and 
the Ea^ru Bank. Some of the other laiger Asiatic 
banking mstitutions also, such as the Hong-Kong 
and Shangliai Corporation, the Yokohama Specie 
Bank, the Eussian-Chmese Bank, the International 
Banking Corporation, and the Deutsche-Asiatische , 

Bank, do some amount of Indian busmess 

The Indian Jomt-Stock Banks do their busmess 1 Indian Joint- 
with relatively small amounts of capital Some 
them are imder European supervision, but most of > 
them jare managed by Indians themselves There I 
uas^a considerable mcrease m their number between 
1906 and 1913, and the total amount of their 
busmess also expanded a great deal At present 
then busmess is mamly confined to the financmg 
of the mtemal trade of the country , but it is to be 
hoped that they wdl extend their operations to 
foreign exchange, and thus take advantage of foreign 
capital. The number of bankmg concerns registered 
under the Indian Compames Act on the 31st March, 

1913, was 613 But the number of those which can 
be called Banks m the proper sense of the term 
was exceedmgly small, and more of them are ^ 
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wonted , an aug inentation of tli 6 capital of oxisting 
Banks is also essential 

Unhappily, the recent bank failures have served 
as a severe check to the growth of Indian banking 
The crash came with the failure of the Peoples 
Bank in the Punjab, with its 72 branches m the 
different parts of the country and its crorc and a 
quarter of deposits Next failed the Credit Bank 
of India, and the Indian Specie Bank too — the only 
purely Indian Bank which had a branch m London — 
was unable to weather the storm. These were 
followed by 13 other failures Various causes 
contributed to brmg about the crisis The manage- 
ment of some of the banks was in the hands of 
men who had very little expenence of this kind 
of business, and they often embarked on speculative' 
ventuies of a dangerous character In some cases, 
the banks had high-sounding titles, but their paid- 
up capital was very small, they lent money on 
insufficient security, and the proportion of their 
cash reserves to their liabihties was exceedingly 
small A further cause was the lack of support 
from well-established banks at a time of stress 
The failures brought misery to large numbers of 
poor meu and women , and future bankers will do 
well to learn from the experience of the past and 
. avoid mistakes such as those which led to the 
'5 recent crisis But it ^vlll be a misfortune if these 
I failures have the effect of permanently hindering 
I the growth of Indian banlong ^‘^^Gretkt,” as the 
American junst-statesman, Daniel Webster, puts it, 

has done more, a thousand times, to ennch nations 



EXCHANGE 


197 


fcban all the mines of all the world " , and, m the 
vords of the emmeut economist, Mr. McLeod, “it is 
bj the cautious and gradual extension of Bankmg 
and the development of Banking habits among the 
people that the future progress of India m wealth 
and prosperity is to be promoted ” ^ 

The Deposits of the three Presidency Banks m- 
creased from 2515 crores of rupees in 1904 to 
42 37 crores m 1913, and their Cash Balances 
increased from 10 22 crores to 16 38 crores During 
the same period the Deposits m India of the 
Exchange Banks increased from 16 32 crores to 
31 03 crores, and their Cash Balances from 4 94 
to 6 88 crores The Indian Jomt-Stook Banks (with 
capitals of above 6 lakhs) mcreased their Deposits 
from 11 51 to 22 59 crores, and their Cash Balances 
from 1 44 to 4 crores It will thus be seen that 
while the Deposits of the Exchange Banks have 
mcreased enormously of late years, their Cash Bal- 
ances have not grown m the same proportion 
This fact not unnaturally raises doubts about the 
soundness of the financial pobcy pursued by some 
of these banks® 

^ H. I> MoLeod, Indian Currency, p 63 

* Mr J M. Keynes nghtly remarks m this connection * “ Two 
facta emerge from this table with great plainness — the rapid rate 
at which in recent years Exchange Banka have been able tc 
increase the funds raised by deposit in India herself, and the bIoiv 
rate at which they have thought lit to mcreaso their Indian 
balances ” And again, “ in such a country as India, whore 
banking is ill-established and hoardmg more than a memory, the 
proportion hold m reserve seems somewhat lower than perhaps 
it ought to be ” {Indian Currency and Finance, p 216) 


Progress 

banking 

oapitnL 
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Tlio Govemnaent itself is also a great banker 
Not only does it bold its balances and control the 
currencies and exchange, but it holds m deposit 
moneys from the people m its Post Offices and pays 
interest on them The total amount of deposits in 
the Post Office Savings Bank was on 31st March, 
1911, nearly 19 crores of nipees No special bal- 
ances are held by the Government against these 
deposits, they being regarded as part of the 
Unfunded Debt The Government also advances 
loans to cultivators for agncultural improvements 
and the purchase of land, cattle, etc This is done 
on a large scale m times of famme and scarcity 
The Co-operative Credit Societies, started under the 
auspices of the Government, are institutions similar 
m object and scope to the Agncultural Banks of 
Europe 

A banker utdises his capital and a considerable 
proportion of his deposits in making advances 
Such advances are generally made either by means 
of an overdraft or a definite loan against security, 
personal or otherwise, or on a cash ciedit bond 
providing for a fluctuating balance withm a certain 
defimte amount Besides, they mvest in the dis- 
countmg of commercial bills and in loans to stock- 
brokers and others against Negotiable Secunties 
Loans made on mortgage or agamst securities form 
the chief husmess of the Indian Joint-Stock Banks 
The mstruments of credit in India are governed 
by the Negotiable Instruments Act A Negotiable 
Instrument means a promissory note, bill of 
exchange, or cheque A promissory note is a 
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written unconditional promise made by one person 
to pay another a certam sum of money ^ bill of 
exchange is defined as an instrument m writing 
containing an unconditional ordei signed by the 
maker directing a certain person to pay a ceitam 
sum of money to, or to the order of, a certam 
person or to the bearer of the mstrumentj A 
chegue is a bill of exchange drawn on a banker and 
payable on demand Negotiable Instiuments may 
be either inland oi foreign Those drawn oi made 
m British India and made payable m, or drawn 
upon, any person resident theiem, are called inland 
instruments , those not falhng withm this definition 
are foreign instruments Besides these, some other 
instruments, passmg from hand to hand by dehvery,' 
have by the system of trade acqmred a quasi-^ 
negotiable character i 


We have already seen that the maximum rate of iBank Bate 
mterest m each year is very high m India — some- 
times rising to 11 or 12 per cent This high rate, 
however, prevails only for a short period, namely,] 
the winter months, when the exporters need money! 
for purchasing agricultural products It has oftenj 
been suggested that the State can and should helpj 
in reducing the rate of discount on such occasions.? 

It usually happens that, at the time of the greatest' 
stringency of the money market, the coffers of thel 
Government are full If they could lend consider-^ 
able sums out of the stocks of rupees m the Papen 
Currency Eeserve and the Cash Balances, an appre| 
ciable rehef would be given to the money market 



CHAPTER XI 

CONSUMPTION 

Consumption is the aim and object of productioa 
We cannot tlunk of the production of wealth 
without having m mind the end for which it is 
produced The connection between production and 
consumption is thus seen to be very intimate This 
intimate relation is also perceived in anotlier way 
Production is made possible only by consumption, 
on which, therefore, the quality and quantity of pro- 
duction must necessarily depend to a large extent 
Consumption of commodities is determined by 
the standard of life which a particular person fixes 
for himself at any given peuod of tune, or rather 
which IS fixed for him by his circumstances This 
standard of life not only differs among individuals, 
but from class to class, and accordmg to differences 
of occupation In countnes like England and the 
Umted States, these differences are very great , but 
so far as the elementary facts are concerned, the 
standard is very much the same for all classes In 
India, on the other hand, considerable differences 
are found m regard to even the most elementary 
facts of life 
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T}>o stnndaitl of life, again, differs not only ml 
degree, but in kind Tlic consumption of some^nd xn kind 
cominodilic'!, for msfancc, may give physical comfort/ 
but mav lie detnincntal to moral vcll-bome Itl 
would be a narrow Mov’i of Economics to confine tbej 
st-andnrvl v.ilbm the limits of physical needs From ‘ 
our standpoint, it would be more desirable to take 
the term to include liiglier ends Wo ml] follow 
Mr. ^^ar?ball, who sats ''Lot ns take the tenn the 
Standard of Life to mean the Standard of Activities 
and Want <5 Tluis an increase in the Standard of 

Life implies an increase of mtelligence, energy and 
self-respect, leading to more care and judgment m 
expenditure, and an avoidance of food and dnnk 
tint gratif} the appetite, but oficct no strength, and 
of wars of living that are unwholesome physically ^ 
and moral!} " ^ 


According to this mow, then, the most expensive 5 The most 


standard is not ncccs'^arily the highest, and India siXdorrnot 


will not be any the better or liappier for gettmg 


a larger amount of what many people wrongly j 
term ‘reCnemont.’ To judge whether a standard | 
IS high or low, wo baic to enquire wlietlicr or | 
not It conduces to tlio welfare, moral and material, | 
of the persons who liaie adopted it The best con- ■* 


sumption of wealth is that which results in thej 
greatest benefits to indniduals and to society Itj 
IS often said that the customs, the social institutions, 
and the religions and moral ideas of the people of|® “ ’’ 


India faiour a standard of hvmg wdiich is com- 


parativcl} low Tins is true in a sense, but it n 
not in itself a thing to be regretted We must 
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ho'wever, distangmsh between the standard of life 
which IS the aim of the religious teachings and 
moral precepts, and that which results from 
economic circumstances beyond the control of these 
teachmgs and precepts 

In recent years, many artificial wants have made 
themselves ielt in India It is often held that an 
mcrease of wants leads to an increase of activity 
This, however, is tiue only of the first stages of 
civihsation After a certain point, a multiplication 
of artificial wants is not conducive to the leading 
of a good life Econormes is based, it is true, on 
the satisfaction of wants, but that does not imply 
that man should go on creating wants so that he 
may have the pleasure of satisfying them Certam 
wants present themselves to man, and they must 
be satisfied , but ever-mcreasing wants and ever- 
mcreasing effort to satisfy such wants do not 
conduce to the well-being of society The real 
test of cmlisation is not the growth of wants, but 
the growth of healthy activities 
■ Economists divide articles of consumption into 
necessaries and luxuries Necessaries, again, are 
subdivided into necessaries for existence and those 
for efficiency There are, besides, certain articles 
which have come to be regarded as conventional 
necessaries Although there are no means by which 
each of these classes can be ngidly marked off from the 
others, yet this classification is useful and convenient 
It must be remembered, however, that articles which 
are necessaries to some may be luxuries to others 
Eeliable statistics of Indian consumption are not 
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available The average consuinptioii per head of 
the taxable commodities may be ascertamed by 
dmdrng the total of Bucb commodities by the 
number of the population But as these com- 
modities are not the most important, they do not 
throw much bght on the economic condition of 
the people Besides, a computation of the per 
capxia consumption, however useful for comparison 
with other countnes, would not give us any know- 
ledge of the condition of the different sections of'^ 
society It 18 very much to be desired that at 
thorough study of consumption in typical towns and/ 
\'illages will be undertaken by some enthusiastici 
persons on the lines of work of Charles Booth,’ 
Seebohm Eowntree, and others 


In order that we may make progress towards a first 
higher hfe, the physical needs — the pnmary wants, 
as they are called — must be satisfied fiist The ! 
primary wants are those of food, clothing, and Wod 
shelter We have aheady seen that the average [ 
mcome in India is very small , consequently, a large | 
majonty of the people are hardly supphed with the 
barest necessaries As Sir William Hunter observed rviews of 
many years back, more than one-sixth of the people 
go through hfe on msufficient food. Sir G-uy Fleet- 1 
wood Wilson, lately Fmance Member of the Govern- ^ 
ment of India, said A laige proportion of the ' 


people are poor, an appreciable proportion very 
poor” As a matter of fact, a considerable pro- 
portion of the people are below what is known as 
the “ pnmary poverty ” hne, and large numbers of 
persons hardly get one fuU meal a day It is 
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ao\il)tful if nil poreonn belonging to Uic "nuddlo 
clnss” get a sufliciont quantity of ntilnlious diet 

Clotlnng ifi an item of less inipartancc m India 
than in Europe and Amcnca. In Biunnicr, a rery 
small amount of clothing sunicns, hut in "uintcr, 
•warm clothing of course becomes csscnlinl, espetially 
in Northern India, where the winter is soierc 
But the poor ))Coplo can rnrclj afiord to fiupply 
thomsehes with warm clothing, and deaths from 
cold are often reported The middle class people 
perhaps spend more on their dress than the) 
ought te, but in order to find tnon<^j for their 
dress they ha\e to curtail their exjiendituro m 
other and more useful directions The ncher 
classes can afford to indulge in a little luxury 
m tlio matter of dross, but they represent only 
a microscopic xnmonty of the total population 

As for house-room, the great bulk of the people 
live in mud huts walh thatched roofs, and not eaon 
all members of the middle clnss succeed in finding 
accommodalaon which would bo considered decent 
m Europe and Amenca 

The pmnar> wants aro nccc'^sanes for existence. 
An maufiicient supply of these may 3U8t enable a 
pei-sou to keep body and soul together, but cannot but 
be detrimental to Ins physical and moral welfare. 
The effect of inadequate consumption on jiroduction 
is immense Ill-fed, ill-clad, ill-lodgcd. the mass of 
the people of India lead a dull and dreary existence 
The want of proper sustenance impairs the vigour and 
Titahty of the people, who fall easy Mctims to tho 
attacks of various kinds of disease Having no reserve 
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bo fall back upon in difficult tunes, they suffer untold 
misery whenever there is a slight disturbing cause, 
such as a drought or a failure of the crops The 
children of weak and unhealthy parents become 
weaklings, and, hemg themselves iH-fed and dl- 
hred, swell the numbers of the worthless members 
of society. Thus the physical deterioration of 
the people goes on incieasmg from geneiation to 
geneiation , and with the progress of physical de- 
generation, their moral stamina also tends to grow 
less and less strong Consequently, the efficiency^' 
of labour as a factor m production has a pro-?’ 
gressively rapid tendency to dimmish 

The stintmg of necessaries is always economically | 
wasteful , and there can be httle doubt that | 
pi eduction in India can be greatly mcreased by [ 
mcreasmg the consumption of the people When, ^increased con 
however, we advocate an mcrease m consumption, ^ne^mry, 
we mean mcreased consumption of those goods which [ 
conduce to the health and vigour of the people I 
In food, nutrition should be the mam purpose, and j but only of 
the desire to prefer pleasant to wholesome food r 
should be discouraged Indulgence m drmk andl 
narcotics means not only the waste of money spent 
on" them, bub an mjury to body and mmd In I 
matters of dress, furniture and dwelhngs, health, . 
happiness, and morality — not luxury — should be the 
objects of attainment Economically speakmg, < 
luxury IS unproductive, and the demand for > 
luxuries rmsdirects capital and labour, and leads 
to waste In the words of a well-known economist, ' 
the consumption of luxuries, far from augmentmgj 
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our capacit}, nmkc'j ub “at onre le*yj wealthy, less 
healthy, and less wiso."J^ 

So much al>oufc the phj steal ticcessancs But there 
are necessanes of a higher kind which are of as much 
impoitancc as those we have been discussing, and the 
failure to provide for which is the niain cause of 
the present backward condition of the country 
Theso needs are for education, sanitation, leisure, 
and recreation Tho ceononne \nluo of education is 
too w’ell known to bo disputed increasing the 

intelhgenco of tho labourer, education adds greatly to 
his productnc cdicioncy. Sanitation is a question of 
antal imporUince in a countiw like India. Adequate 
rest aftci work is nccc'^sar} in onlcr to prejmro tho 
mind and body for fuithor work, rvccrcation claimH 
the attention of tho economist as ii inuy have the 
greatest infiuencc on Imppmc's and morality. As a 
celehr.ated economist h.is said, “ A people ma} lie 
dulled because of too bttlc, enervated Ivccnuso of loo 
much, degraded because of ill-choacn omusement 

In order to pro\ndo for tho satisfaction of all 
theso needs, a considerable amount of income is 
required The present income of tho bulk of tho 
people, as is cvidont, is insufficient for an adequate 
supply of even the first necessanes of hfc When an 
mcreoso commences, tho first few doses will, thorc- 
foio, go to make up the doiiciencj on the score of 
the primaiy \Yants, and the later doses vmE ho 
devoted to the satisfaction of tho higher needs. 

* Sidney Webb, in hu Profneo to R Jones’s Nature and I'trti 
Principle of Taxation 

®Do%as, GrotmdtcorL of Economict 



CHAPTER XII 

PUBLIC FINANCE 


1 REVENUE 

The revenue of the Government of India is derived 
from various sources Several methods may be 
adopted in classifying these sources The most oiassiflcation 
natural method would be to divide the State income i 
into four parts (i) the mcome derived from, the | 
possession of State property, cff, forests, (u) the; 
proBts of commercial undertakings, eg , the post | 
office, (ui) incidental gams from adrrunistrative de- 1 
partmente, eg, the law-courts, and (iv) taxation ’i 
Another and simpler method would be to put the^- 
first of these three items m one class, and to'' 
dmde the revenue into two paits, non-tax-revenue/. Tnx-revenue 
and tax-revenue No classification can be wholly revenue 
logical, and it does not matter which qne we 
adopt, pro'vdded it does not lead to a confusion of 
ideas. 

a 

Unlike the tax-systems of some other countries, ^Revenue the 
the only object of the Indian system is the produc-^of 
tion of revenue No attempt is here made toj 
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:emove or modify through its aystom ot puojic 
Inanco any mccjualitics that may oust id the 
hstribution of ^veulth among tho difforont cln^ws 
jf society. 

Tho Government of India, in framing their 
budget, do not proff.s?od]y accept any of the current 
theories of tiio apportionment of tarction / though 
it maj be said tint in fact tlioy follow in geneml 
tho ' qualifieil proportional principle/ and tho ‘pro- 
gressive’ principle* only in special case.-?, as no 
shall SCO presen tl) 

1 A ‘tax’ ja tlc'inwl by Profes'or Ttvstabtp m "a compat^ory 
contribution of tlio wcaltli of a jv'rton or l>oily of pnrEfjtt?! for the 
Bomoo of tho public iraucru ” Com|>ftn> tins drfinition of a tax 
Mith that gi\cn bj kahdarA, tha Rront '^u*krit p'v'l, ^^ho ca; », 
"The State takes taxes from tho people onh togno it Uaek a 
thousand fold " 

* AUtiongh every student of Economic-s i« eupjwafd to bo 
familiar uuth the difTcrcnt alternativo pnuciple^ of taxation that 
have boon snpgcstcd by Unnkuni, jcl it asall not perhaps tie ont 
of place to Kvy a fcir avords about ihetn here T!ie lir«t and the 
Bimplost principle la that the ammiiil of B'''rrjce rrnd'''-cd ha the 
State ahould bo tiio standard by aahieii to ixjniKto fvxat’oa 
Tho principal objection to thio theory ia that it 13 not jio'aiblo 
to diBtnbnto tho adaTintapca ntnong individuals, and to charge 
in proportion The seooud pnnoiplo is that of equality of 
taxation All nro equally bcuefited bj tho State , uhy should 
not nil pay equally for these advanUagea J Tina inolhod' of equal 
contributions pot head avould bo iinpoasiblo politically, besides 
being oxtromoly unjust Thirdly, wo como to the andoly accepted 
doctnno which takes 'faculty * or ‘ability’ rs tho measure for 
taxation ‘ Abibty,’ however, la a a ague term, and a measure of 
‘ability’ 18 wanted This measure may l?o property, or gross 
mcomo, or not income. A alight variant of tho ‘ faoulLy ’ theon in 
tho ‘Baonfioo’ theory ‘Ability ' is objective, ‘McnCcc* is mb 
jootive Either of these theories may lead us to two forms of 
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It IS e\ndent that the tax-system of the Govern- tax system 
ment of India is not unitary — that is to say, it does ’ 
not consist of a single tax (on real property, landj 
rent, capital, income, or any other substance) It' 
rather inchnes to the opposite extreme, viz, the< 
multiple tax-systemd The taxes are collected from] 
a very large variety of sources J 

distribution ( 1 ) proportional taxation, m 'wbioh inoome is taken 
as the standard, and the amount of pubho burdens regulated 
by it , and ( 2 ) progressive or graduated taxation, -which places 
a heavier rate of charge on large than on small incomes, since 
the abihty of the tax-payer is supposed to increase in a more 
rapid ratio than the increase of his inoome The chief ment of 
the pioportional system is its simplicity It was the accepted 
doctrine of classical political economy, but progressive taxation 
18 nowadays becoming more popular The chief objections 
urged against the latter system are its arbitrary nature, the 
danger of its evasion, the probabihty of its harmful effect on the 
accumulation of wealth, and the relative unproductiveness of 
the progressive tax. On the other hand, it is held that pro- 
gressive taxation is more equitable than proportional taxation 
The opinions of the great economists are almost equally divided 
in this matter An extreme form of the ‘ progi-essive principle ‘ 
would be to substitute ‘ least saonfioo ’ for equal saonfice, which 
would approximate to sooiahstio equality There may bo several 
modifications of the proportional principle, and one of these would 
bo the ‘degressive’ taxation, a system m which a uniform rate of 
tax is levied beyond a prescribed limit {vide Bastable, Public ' 

Finance, and Soligman, Progressive Taxation) 

* The merits of the ‘ single tax ’ system ore that the method 
IS simple, the cost of ooUootion is small, and the incidence on the t 
several individuals and classes is precisely known Among the ; 
many dofeots of the system may he pointed the foUoiving — Its 
' prossure may be extremely hea-vy at a particular point , it may 
bo easily evaded , there is no possible room for correotion, in case , 
there be any error or misoalo-ulation , it may really prove very f 
complex and troublesome , there is the nsk of exciting discontent ’’ 

IE o ^ 
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The tax-system consists of both ‘direct’ and 
‘ indirect ’ taxes The land revenue, the provincial 
rates, and the assessed taxes are direct The 
customs and excise duties are ‘indirect’ The 
opium revenue partakes more of the character of 
profits from commercial transactions than of a tax. 
It must be remembered in this connection that a 
hard-and-fast Ime of division cannot be drawn 
between ‘ direct ’ and ‘ indirect ’ taxes ^ There are 

by raising the required sum m a single payment The chief 
advantages of multiple taxation are that it bears lightly on an 
infimte number of points, heavily on none, and has a tendency to 
bnng about equality m the burden faUmg on the people But 
the system is open to the objcetions that its incidcnee is not 
easily osoortained, and that it is prejudicial to the development 
of industry, irksome and inconvenient to the payers, and very 
costly in collcotion The syetem i.liicb finds most favour in 
modem oountnes is ‘ plural taxation,’ ■which combines, to some 
extent, the merits of the two opposed systema 

' A tax IS said to be * direct ’ ■when the burden of the tax falls 
on the person who pays it , it is said to be ‘ indirect ’ when the 
burden falls on some person other than the person who paysjt jiu 
the first instance Tlie great recommendation of ‘ direct ’ taxa- 
tion IS its educative influence on the minds of the people Each 
citizen knows exactly how rauob ho contnbutca to the mcorae of 
the State If at any time the Government becomes tjrmnnical 
or unmindful of the mterests of the people, he can refuse to pay 
taxes, and when an undue burden is put on him, ho may resist. 
Besides, there is the greater facility and lower cost of collcotion 
The drawbaoks are (1) the disagreeable nature of a direct 
demand and the discontent to which an increase of taxation is 
likely to give nso to, (2) the difiiculty of assessment, (3) the 
dilEonlty of obtaming a duo proportion from the poorer members 
of aooioty , and (4) its comparative inelasticity The advantages 
of ‘mdircot’ taxes ar^ that (1) they are not often felt by the 
payer, and therefore cause him less annoyance , (2) they supply 
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BOine tax6s which stand on the hordeiland between 
the two classes — for mstance, the registration fees 
and the stamp duties 

Before we pass on to a somewhat detailed account 
of the various sources of revenue, it would be desir- 
able to state heie the generally-accepted chiefi 
attributes of a sound system of taxation, so that 
we may be able to judge how far they aie accepted 
by the Indian Government m their financial 
system. They are as follows (1) The revenue- 
system must be adequate to the just needs of a 
progressive state, (2) taxation should be produc- 
tive, for otherwise its very object would be defeated , 
(3) the State should take as httle as possible from 
the people, consistently with the maintenance of its 
efficiency,^ m other words, the,, iotal- disutility 
should-he at a minimum , (4) taxation should be 
mexpensive in collection , (6) taxation should not 
check men’s desire to save, and should retard as 

a faoihty for taxing the smaller oontnbutors , (3) they are pro 
duotiTo and, in tunes of prosperity, that is, they are elastic 
without undue pressure , and (4) they are oolleoted at a tune 
convenient to the payer. The disadvantages are the facilities 
which they offer for smuggling, the probability of a shnnhage in 
bad years, the posaibihty of their falhng on the poor more 
heavily than on the nob, the greater expense of collection, and 
their possible harmful effect in disturbing the course of industry 
The proper system of taxation seems to be that in whioh there is 
a judicious combination of ‘ direct ’ and ‘ indirect ’ taxes 

1 This was the old theory, when ^xation was regarded as a 
necessary evS Some of the modem economists, e g Mr Sidney 
Webb, incline towards the opposite view, holdmg that the State 
should tahe os much from individuals as possible, in order to confer 
a maximum of benefit on society as a whole 


1 


Attnbutes of a 
sound system 
of taxation. 
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little as possible the growth of wealth, (6) it 
should be justly distributed, so that the burden 
may be equal on all citizens, or, in other words, the 
marginal disutihty for each tax-payer should be at 
a minimum , (7) it should be certain , (8) it should 
bo elastic, (9) the objects taxed and the periods 
of payment should be such as suit the convenience 
of the people, and to cause as httle vexation and 
opposition as possible , and (10) the tax-sj’ntem should 
be adjusted as far as possible to the habits and 
ideas of the people ^ 

The chief heads of Indian revenue are generally 
given os follows, land revenue^ opium, salt, st^ps, 
excise, pro^nnclal rates, customs, assessed taxes, 
forest, registration, tributes from Native States, 
interest, post office, telegraph, _ mint, receipts by 
civil departments, miscellaneous' receipts, railways, 
ungation, other public works, and receipts 'hy the 
mihtary department It is clear that the first 
eleien of these heads fall either wholly or partly 
into the class of tax-revenue, and the rest into that 
of non-tax-reveiiuo 

The land revenue is, and has always been, the 
I mainstay of Indian finance. The Go\emment base 
their claun to the land revenue on “ the ancient 
, right of the State to a share of the produce of the 

* A coroH&ry tbat is often deduced from these maxuns is that 
the first necc-sanes of hfo ebould not bo taxed Some economists 
would also add to the list another attribute, viz. that no tax 
ahould bo IcMcd, the character and extent of wlnoh offer, aa 
liutnan nature is generally conatitutcd, o greater inducement to 
th« tax twyer to evade than to pay (nde D A Wells, Prin 
efplM of Taxation) 
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Gmcrnmcnl^s in India lu the 
]nv<’ nt aU limt"? rairod the p:icn.tor pait of 
fheir inemne from tlie land Thi«: parlicnlar tax 
fx tile menU^ of prothictivit,} and of 

l^nui: m h'rinon'% ’aitii the tradKirtiB of tho jieoplc. 

The anntmJ inr ime from (his fionrcc is nlxnit 31 B 
^rarr-T oi (£^1 1 milhonsX or 2G per cent of 

(ho pro'c revenee of India and nhont (wo-fifths 
of the net revenue fihe collection of land 

ti venue increi cd during (ho Jest quarter of a I 
centur)* In aKout lO crores 

Ihe qur'^tion vhtlhcr the land rc\enue is a ‘lax’i Ijind rovonue 
or n ‘rent’ i'’ iiioro an academic than a practical | 
or 0 TJm olh''! d vjcvr reems to Ikj to regard it as| 
n^nt rtther (Inn ns a tax But. ^fr Badon-Poucll| 
hold- t’ic opjvo'iitc \ie\v “The land revenue 
cant.m,” '=vvk he, “ be regarded as a rent, not e\cn in 

* ’Jl'f' f pxsp^^ pvra t'l n.L^ nnfl tlio foltowinp p.ipcs nn:. lho"o 
IVitr-d n'umtt'/ s tt't^ 14 A ffWT'ortJ‘!nl>out (ho metliod 
(ff U.f' A-'nu"! Jt’nrnftt'^ ni«y lx* ii*'-. fri hortr In the 

h'fir-/-- i'' ItATch £'« fvf'r} ^VLr Uto Finance Memb'r presents 
ihf Jmj ‘it J/p*h*Ue ComeU n- etatrment regnrding 
- rj'Iri'ifeJ Incnn e nr.d Cxtiendiftiro of th<' next year (com 
ir'i- n,“ <n tV I«t AjHl) Tti*"'' Budpel propomk nro then 
n\ -tt-r.l tv’id esntn5n'-4 m drl-ill during the next two wcebf 
Th'' In itA firnt form I" ftn'mlly presented In tho (lurd 

r reJ: rf JInreli, the fln«jng dAJnt/ tfljjug pln''c In (ho le^t wccL 
On tie ot“t'''on of the clo’unp d-liate, Mcralioi^ onh express 
(h.'ir vm-T/', nnd no i, ote.t rre to) on At tlio time of the prrsenta- 
I'm of the iludr'l F-itimat''' for (Im ensuing jenr, (ho Iinnnco 
0 I. r> ^.n^rnte tlm B/iif'pd F'^ltiintes for die jear nbout 
to to'*'^ flier with the Accounts of (he preceding ytnr Tho 

Ctianlxrlsn Fommbsion hast* rccommemh d tlmt tho financial 
y.'sr fhoold commence on (ho Jet of Tnnunry, or hotter still, on 
the Irt 0 ^ November 
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the Eyotwan lands” He goes on to assert, 1 
sliould be inclined to regaid the charge as in the 
nature of a tax on agricultural incomes ” ^ 

The production of opium is a Government 
monopoly in British India Poppy cultivation is 
permitted only in parts of Behar and the United 
Provinces, and is under the control of the Goiern- 
ment^ Opium grown in the Somi-independent 
States, Icnown as ‘ Malwa ’ opium, is permitted to 
enter Bntish terntory only on payment of a heai^y 
duty (Es 600_ n ei chest for expor t and Es 700 per 
chest for consumption! By agreement with the 
Chmese Government, the Government of India have 
to lessen the area of cultivation every year The 
revenue from opium, ivhich was at one time a ^ ery 
important item in the financial resources of the 
Government, has now dwindled down to a little over 
2 crores In a few years, this source of revenue 
will almost entirely cease to exist 

The salt revenue is laised by a duty of E 1 per 
maund on all salt imported into or manufactured in 
India.® The successive reductions m the duty m 

^ B H Badon Powoll, Land Systems of BrtUsh India 

®Tho cultivator has to get a license, and is required to deliver 
the whole of his outturn of the crude opium to the Government 
at the fixed price of Rs 6 jior seer The excise opium, that is, 
the small quantity required for consumption in liidia, is made 
over to the Excise Department, and Rs 8i per seer is credited to 
opium revenue The rest, known as provision opium, is sold by 
auction, and is intended for export, mainly to Chino. 

*Tho production of salt is not a Government monopoly, but 
private manufacture is prohibited owing to the difficulty of 
preventing an evasion of the tax. 
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190r>, 1905j find 1907 liavo resulted in n slight 
diminution of the revenue, but the consumption has 
increased a good deal The salt revenue amounts 
annuallj" to a little less than 6 ciorcs of r upees 

'J'lio stamp revenue is denved from two classes 'stamps, 
of stamps, judicial or court-fee stamps and non-l 
judicial stamps (used m commercial transactions)! 

The amount of revenue realised from this source is! 
nearly 7| crorcs. The bin den of this tax falls or/ 
litigants and tlic commercial classes i 

Tlic excise' reienuo is derived from licenses, | Excise, 
distiller}' fees, and duties on the sale of intoxicating ' 
hquors and drugs, together with the duty on opium 
consumed in India The Goiernment obtain a 
i>ajidEom<L.j:eyenue from this source of gi^er 13 
crores, but tlicir excise policy is condemned by 
temperance reformers on the ground that it tends I 
to encourage harmful consumption The official i 
defence is tliat the duty serves as a check on tliej 
consumption of mto.xicants i 

The proi'incial rates consist of cesses on land forJProvmoini 
roads, schools, etc, for canals and railways, and for’^“*^“^ 
Milage service and patwancs, besides mmor lates 
Some of these rates were abobshed in 1912, and thej 

'Excise* 10 a duty on homo goods oithcr in the process of 
their mnnnfaotnro or before their sale to the homo consumers ” 

[The Encudopaedta Bntannica) 

The term * customs ’ was anciently used m an extensive 
sense for costomary payments or docs of many kinds, whether 
regal, or episcopal, or ecclesiastical, until m course of time it 
was restricted to the duties payable to the king, either upon the 
exportation or importation, or carnage coastwise, of certain 
articles of commerce [vide W. M J Williams, King's Bevenue) 
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revemiB from tbis sovirco bovt amovuits to only 
27 lakhs ^ 

1 The customs duties are levied solely for fiscal 
I purposes, and are not prot^tive pr jireferenjgal in 
! their natuie They aie not intended to henefit_pne . 
! class or industey at the e^en^e-nf-another^ The 
[customs tenff consists of a long list of articles 
Special import duties at different rates are levied 
' on arms, ammunition, military stores, liquors, opium 
and its alkaloids, petroleum,^ salt, salted fish, 
tobacco, and silver General import duties, at the 
rate of 6 per cent ad valorem, are levied on a 
large number of commodities, of which a revised 
list of tariff valuations is usually published every 
December 

There is a general import duty ad valorem^ of 
per cent on manufactured cotton goods, of per 
cent ad valorem on vinegar and copperas, of 1 per 
cent ad valorem on iron and steel, and a duty 
varying from 2| to 5 per cent on chemicals, drugs, 
etc The free list consists of railway materials, 

*‘‘This duty,” says Sir John Strachoy, “has the merit 
of directly affecting no British industiy” (Strachoy, India, 

p 182) 

®It IB necessary to ■understand the distinction between specific 
and ad valorem duties A duty is specific when it is levied so 
much per unit of a particular commodity , it is ad vcdorem "when 
the tax is a cortam peroontage of the estimated value of the 
commodity The chief defect of the spocifio duly is that it 
makes no distinction between superior and inferior kinds of 
^ goods, and thus prejudicially affects the poor consumers Its 
great merit lies in the economy of its collection, and m the fact 
that it does not subject the importer to inconvenience and 
uncertainty as to the amount of duty 
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maclunery, gold bidlion and com, animals, certam 
articles of food and dnnk, raw wool, raw cotton, 
cotton twist and yam, books, skips, manures, coal, 
and various other articles Special coiinten^ailing | 
duties are levied on bounty-fed sugar imported from ^ 
the Argentme Eepubhc and Denmark > 

An export duty of 3 annas per maund is imposed j'Eiport duties 
on rice A customs duty of ^ pie per pound is | 
levied on aU tea exported out of India, but the , 
proceeds are paid to a Tea Cess Committee for ' 
the encouragement of Indian tea These duties are, 
to some extent, in accordance with the prmciple that 
the leiy of export duties is justified on those com- 
modities only in which the exportmg country has 
practically a monopoly of production On the same 
ground an export duty on jute may be suggested^ 

An excise duty of per cent ad laloTeni 
imposed on the products of Indian cotton mills 
This duty has the effect of neutralising the protec- 
tive tendency of the 3} per cent duty levied on 
imported cotton goods It is said that the duty was 
first levied at the bidding of Lancashire, and the tax 
is very unpopular with the cotton manufactureis t 

The customs tariff of India yields annually a 'jOhamcter 
revenue of shghtly less than 11 crores of rupees, yutiM ° 
Cotton piece-goods are much the most important ' 
source of revenue in the tariff Customs revenue 
is generally elastic, and tends to expand with the 
expansion of trade and industry Of the commodity 

’ Since 1912, an export duty on raw ]ute and jute manufactures 
has been introduced for the benefit of the Calcutta Improve- 
ment Trust ' 


i 
< 

IS 'jExcise duty on 
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taxes, the salt and petroleum duties faU on almost 
the entire community, the cotton tax is paid by a 
large proportion of the population, the sugar duty 
affects the imddle class, and the rest fall on smaller 
sections or groups Tlie duty on imported liquors 
produces the desirable effect of discouraging, though 
m a slight degree, the consumption of alcohol. 

The progiessive or graduated pnnciple is adopted 
in the assessment of the income-tax All incomes 
of less than Ea 1000 a year are exempted from 
taxation'^ Incomes from salanes and pensions or 
from interest on securities, if amounting to Es 2000 
per annum, pay 6 pies m the rupee, incomes less 
than Es 2000 pay 4 pies , companies pay 5 pies m 
the rupee on their net profits, incomes under 
Es 2000 derived from other sources pay accordmg 
to a graded scale from Es 20 on an income of Es 1000 
to Es 42 on Es 1999, and 6 pies m the rupee on 
mcomes of Es 2000 and upwards The income-tax 
is not levied on incomes from land or agriculture* 
The revenue derived from the mcome-tax is 
about 2f crores of rupees The fact that the yield 
the income-tax is so small shows that the com- 
laratively well-to-do classes — who alone pay the 
ax — ^represent only a very small proportion of the 
mtire commumty This tax serves as a measure of 
he economic condition of a people, for the revenue 
ends to increase with the general progress of society 
n India, however, the expansion of revenue due to 
his source is not rapid at the present moment 

^In the United Kingdom all incomes below £160 a year are 
jxenipt , 
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Begistration revenue is derived from documents^ Ecgistration 
•which are divided mfco (a) those of -which registration] 

IS compulsory or necessary for the validity of the! 

Act, and (h) tliose of which registration is optional i 
Practically all deeds transferiing immovable pro- 
perty hai’-e to be registered The amount of revenue 
is about 76 lakhs of rupees Ad vcdmem, fees are 
charged for registration L 

Forest revenue is raised by royalties on, or byi Forests 
the sale of, timber or other produce and by the! 
issue at specified fees of permits to graze cattle,' 
or to extract for sale timber, firewood, charcoal, 
bamboos, canes, and mmor forest produce Thei 
gross revenue derived from forests is a little overj 
3^ crores of rupees The immense importance to 
the country of the preservation of foiests has been ’ 
pom ted out m a previous chapter 

Of the income derived from sources other thanjEevenae 
taxation, that from railways forms by far the b^ri^atronT^nd 
largest proportion The annual net railway receipts 
amount to nearly 26 crores^ Irngation yields a 
gross revenue of about 6^ crores The Law Courts, 
and sometimes the Post Oflice and the Telegraph 
Department, also yield net profits to the Govern- 
ment The Government of India also receive about 
94 laklis as tribute from the Feudatory States 

The total Gross Eeveuue now amoimts to J Total revenue. 

about 126 crores, and the Het ^Revenue to about | 

i 

^ Dedncting from, this the mtcrost and misceUaneons charges, 
amountmg to about 20 crores, a net profit of about 6 crores is 
left to Government From irrigation, the Government nsnally 
denves a net profit of nearly crores a year 
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75 crores’^ The revenue has more than doubled 
itself dunng the last fifty years 

Now, the question which suggests itself is. How 
far does this expansion of revenue furnish evidence 
of increasing prosperity ? This question is answered 
differently by different individuals and parties 
The officials would say that geneial prosperity has 
undoubtedly increased , some Indian patriots woffid, 
on the contrary, suggest that the increase of revenue 
has been due to the rapacity of the Government 
According to official calculations,- the incidence 
of taxes per head of the population is E2 11 3 as 
(3s 7 3d ) per year If land revenue be excluded, 

* In the fignrea relating to Gross Revenue nnd Expondituro, 
nil receipts are included in the total of revenue and all ontlny 
in the total of expenditure, mth tlio one esccplion that the 
vrorking expenses of railways are treated not ns expenditure 
hut 03 a deduction from revenue In Not Revenue and Eipondi- 
tore, the interest charges as well as the working expenses of 
railways, the mtercst charges nnd working expenses of imgation 
works, the cost of the cultivation and manufacture of opium, 
and the charges a garnet other revenue cammg departments are 
treated os deduotions from revenue, nnd the receipts of spondmg 
departments are treated as deductions from expenditure 

* The figures are takou from The Statis'tcal Abstract for British 
India, issued m 1013 It is not known by what process of oal 
culation those figures have been obtamed Our own calculations 
give ns Rs 3 3 os , and if the land revenue ho oioluded, for 

{which we don’t see any earthly reason, E 1 15 ns In this con 
nection Lord Cromer, in an article on “ Indian Progress nnd Taxa- 
tion ” contributed to the Quarterly Beviao, said “ It would be 
an error to suppose that the mcipiont mdnstrialism of the past 
decade has resulted m auy accretion of wealth so as to increase 
the tax paymg power of the people " By reason of the poverty 
of the Indian people, he says, it is the least potentiaUy tai- 
paymg oomraumty m the world 
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the burden would be Hi 7 8 as (Is 11 8d). The 
proportion of taxation to the average income is 
nearly 9 pei cent^ 

The total revenue of India exceeds one-half of (Comparison 
the amount of Imperial receipts m so wealthy a|un]Jed’° 
country as the United Kingdom. This seems tos^^edom 
be rather excessive, but the officials defend their 
position by pomtmg out that the population of 
British India is neaily Jive times as large as that 
of the United Kingdom and that the Government 
of India undertakes many duties outside those that 
ordmanly fall on the State m England The cntics 
of the Government reply that though the population 
of Bntish India is five tunes as large as that of the 
United Kingdom, yet the national mcome is pro- 
portionally much larger in the latter country than m 
the former The mcidence of taxation is shown by 


^ I Lave purposely omitted tho discussion of tbo difficult and 
complex question of tLe shiftmg of taxation Most of the taxes 
are shifted, -wholly or partly, by the person on whom they fall to 
somebody else There are two kinds of taxes, however, which 
remain whore they are imposed These are taxes on economic rent 
and pure profits, or, to use a term which includes both elements, 
economic surplus A tax on surplus can never bo shifted, 
because surplus is not a part of tho cost of production, but is the 
result of tho process of production In India, there is no economic 
rent, and, therefore, a tax on rent may affect tho pneos of agri- 
cultural produce and may thus bo shifted Tho stamp duties 
on mheritanoo, gifts, etc , cannot bo shifted All other taxes 
tend to bo shifted, until they fall ultimately on the surplus 
Customs duties, for instance, are almost always shifted, though 
not necessanly to the full extent In actual hfe, there is so 
much of economic friction that it is seldom possible to accurately 
measure the incidence of any tax on the classes or indinduals 
of a community (vide Sehgman, Incidence and Shifting of 
Taxation) 
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The Kationnl Debt w, atrain, divided into Kntidcd 
and Unfunded. The Funded Debt conndfl of the 
Stoiling and Fupco T^oaiw, and the Unfunded of 
Savings Banlv Deposits and Depoaiti of Service 
Funds 

The National Debt of India ap]>cars to be rather 
largo for a poor connfciy like India, but fruir-iiftha 
of it can hardlj lie regarded as a burden, as the 
State denves incoino from tho underLakin:!' financed 
by such loans On the question nholhor ilio State 
I should undertake industrial operations or notj 
I opinion, of course, is dnidcd But there one 
advantage when the money rcquirc'd for such 
undertakings is borrowed by the Ooicniincnt, via., 
that the State can ^ct loans at cheaper rates of 
interest^ t- < »« 

^ As for tho amount of debt, 107 crorcs wa'^ rn* 
, herded by tho Indian Government from the Eist 
I India Company, and it is sometimes ni'gued that 
I the debt incurred bv a comnicrcnd body should not 
I have been fastened on tUo people of India That 
i amount has grown by succossue additions np to the 
p present figure.* Tho interest charges liavc also 

*Tliobulkof the public debt 13 At Sj percent. Mr Gobi il", «n 
bis Bpooohin the ViocixgAlCkiuncil, rcbrn.iry, 1911 tompartd tl is 
rate of jntoroat wth tho rates paid bj wirno othe-countno?, and 
tried to prove that the credit of Inum 'wascicellcnt. *' Jajesn ” 
said he, “ borrows at from 4 to 7 pc'- cent Rus 5 iA borrovc rl 
about 6 per cent. , TurLev Ikjitowb at 5 {>er cent and o\eT, 
China Iwrrowa at IwU ecu 4 ami 7 per cent , 4 pn- cent, in a few 
cases, 0 and 7 per cent, being (ho iimnl rate " 

^ Between 1900 and 1013, there was rn inercaro of 27 crorea 
to tho Public Debt 
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grown So far, however, from imposing any addi- 
tional burden on the taxpayer, this mcrease has 
had exactly the opposite effect, the reason lying in the 
growmg proportion to the total debt of that part 
which represents piofitable mvestment m railways 
and irngation works “ The unremunerative debt,” 
said Sir G Fleetwood Wilson, ^ “ has shiimk in the 
last twenty years from being nearly one-half to 
bemg just over one-seventh of the total volume of 
our outstanding loans The amount of debt is 
very often spoken of as huge, but Mi G K Golchale 
would not shrmlv from adding to it, provided such 
addition was for a purpose which would directly 
contribute to the welfare of the people 

The principles which should gmde the Govern- 
ment m providmg for any expenditure by means of 
loans may be laid down as follows (a) the Govern- 
ment should meet all ordmary expenditure out of the 
ordmary revenues , (&) they should not place the 
burden on posterity for any improvements which 
tend to benefit the present generation, (c) when 
any measure is undertaken of which the benefit is 
likely to accrue to future generations, it would not 
be improper to finance such a measure out of a loan , 

' and (d) m case of a heavy and unexpected outlay, 

L which cannot be met out of the ordmary revenues, 
and which would place an excessive burden on 
the people if it were met by enhanced taxation, it 

^ FttZe Sir G Fleetwood Wilson’s Budget speech, 1907 
®The critics of the Govomment would reply that inasmuch as 
the productive puhhc works are likely to deteriorate in value in 
the course of tune, this is an over estimate 
IE P 


Loans oi 
taxes? 
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would bo better to have recourse to a loan Under 
ill circumstances, it would bo advisable t-o keep tbo 
national debt down at as low a figure as possible 
Under the head of Famine Ptcliof and Insur- 
ance tho Government set apart every year a 
sum of a croro and a half of rupees for the 
reduction of the National Debt This sum was 
originally intended to be devoted to tbo construc- 
tion of such pubhc works as would prevent tho 
recurrence of famines, and to the avoidance or 
reduction of debt Some of the Indian states- 
men thmk that this sum of crores of rupees 
can now be more profitably spent in undertaking 
measures of real public utility, such as agncultural 
education, the organisation of rural credit, and other 
measures connected with tho matenal improve- 
ment ot tho peasantry, than m reducing the 
pubhc debt, but the Government are unwilling to 
accept this suggestion 

The net expenditure under the head of mihtary 
services amounts annually to about 32 crores, or 
43 per cent of the total net revenue^ Tins has 
always been criticised by Indian patriots as an 
exceedingly heavy charge, but the Government seem 
to view it as necessary Tlie question whether tho 
country is or is not pajnng too high a price for the 
peace and security it enjoys is answered differently 
j by different peopla Cntics of the Government 
, think that the expenditure under this head can 
y be curtailed a good deal without running any 

^During tho last five years, tho Mihtary Expcndihire ho* 
fnereasod by nearly 2 crores 
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risk^ It IS the English portion of the army that 
accounts for the greater part of the expenditure, and i 
if a part of it could be replaced by Indian soldiers, j 
theie would be an appreciable rehef to the Pubhc \ 
Exchequer Of the total expenditure under this 
head, nearly 30 crores is the army charge, effective 
and non-effective, and about 2 crores are spent on 
the navy, military works, and special defences 

The charges of collection constitute the bulk oflooUootionof 
what IS shown in the Accoimts as the Direct 
Demands on the Eevenues This is of comse anj 
absolutely necessary item of expenditure It comes 
up to about 14 crores of rupees, or about 18 per ; 
cent of the total net revenue. There seems to be ‘ 
much room for the practice of greater economy m 
this matter 2 

The next head is that of Salanes and Expenses 
of Civil Departments The expenditure under this 

^ Sir George White, Commander in Chief of India, said on one 
occasion, “We maintain that the Indian army does supply a 
great addition of military power to England, that a part of the 
British IS trained at the expense of India, and that the whole of 
the men passed mto the reserv e have been mamtamed out of the 
Indian revenues ” It is argued that if a part of the Indian 
forces be really intended to safeguard the interests of England 
in Asia outside India, England ought to bear the cost of mam- 
tenanoe India has fought the wars of England m the past both 
with her blood and her treasure, and she wiU do so m future, 
but she has the right to expect equitable treatment from England 
m return 

3 Tn the United Kingdom the charges of ooUeotion amount to 
only a little more than two per cent of the national revenue | 

But as the systems of keeping aooounts are different in the 
two cout tales, oompansons may not be qmte fair 
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bead amoxints to about 27 crores ^ Dunng the la'?t 
fifteen years, the civil expenditure bus increased 
more than 60 per cent So far as this increase 
represents outlay on measures tending to the benefit 
of the community, nobody has any reason to 
grumble But, as a matter of fact, a very large 
part of the increase has been duo to an unnecessary 
multiplication of offices and depaitraents® During 


^ Tho mam eub bonds aro 

ItnpcTl*! ProWnctil 


(i) General Admmistration 

1 07 crorcs 

1 J2 crores 

(ii) Law and Justice 

31 

»> 

6 75 „ 

(ill) Pohco .... 

30 


7 00 „ 

(iv) Ports and Pdotage 

— 


30 

(v) Education . . • 

10 


4 00 „ 

(vi) Ecclesiastical 

19 

>> 

— 

(vu) Medical ... 

21 


182 

(vm) Pohtioal ... 

1 35 


30 „ 

(ix) Scientific and Mmor Depts 

67 


89 „ 

Tho expenditure m England imder this bead is about three 
quarters of a croro It -will bo soon from this analysis that tho 


amount spent on Education (Imperial and Provincial) is only 
4J crores, and that on Sanitation 2 crorcs Tbeso two most 


important items thus represent less than 4 per cent and 1£ per 
cent respectively of tho total expenditure Even of this ex- 
penditure much tho greater part represents tho salaries of the 
inspeotmg staff, from which the commumty docs not derive much 
advantage 

®“Tho tendency,” wrote a high official some years ago, 
“ especially of late years, has been to o\ordo this superintending 
and checking system, and tho almost invariable remedy for an 
alleged defect has been tho creation of a new department, or tho 
i appointment of a special commissioner It has alway s seemed 
i to mo that reforms should commence at tho bottom instead of 
. the top, and that endeavours should bo made to strengthen and 
■ Improve the position of those who are called upon to do the 
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the years 1901-06, the Govermnent of India were 
under the demorahsing influence of fat surpluses, 
which enabled them to mdulge in increasmg the 
recurimg expenditure This soon afterwards became 
a serious matter and compelled the Government, 
faced with deficits on account of the decrease of 
the opium revenue, and the creation of the new 
(now defunct) Provmce of Eastern Bengal and 
' Assam, to have recourse to fresh taxation 

The extravagance of the Provincial Governments | 
was also, m some degree, responsible for the straitened i 
financial position of the Indian administration In 
1910, the Finance Member made an earnest appeal 
to the Provincial Governments for economy In 
February, 1911, Mr G K Gokhale proposed a re- 
solution m the Imperial Legislative Council for 
the appomtment of a Committee to enquire mto the 
growth of pubhc expenditure, and although the 
resolution was rejected, the fact of increase was not 
seriously disputed The Fmance Member gave the 
Council the assurance that enquiries would be made 
by the heads of all departments, who would also m 
, future practise as much economy as possible The 
Secretary of State for India also strongly urged the 
necessity of curtailing all unnecessary expenditure 

actual work at first hand ” For the reduction of pubhc expendi- 
ture the following among other measures may bo suggested 
(1) reduction in the number of ofiBoers whose duties are of a 
supervising, os distinguished from an executive, character, (2) i 
abohtion of Commissionerships of Divisions, (3) abohtion of 
unnecessary posts, e.g those of the Inspector General of Excise, 
Sanitary Commissioner with the Government of India, eto/ , and 
(4) substitution of Indian for European agency 


Extravagance 
of Government 
departments 
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Tho Miscellaneous Civil Charges are noi\ shown 
as a separate item They include Territorial and 
Political Pensions, Civil, Furlough and Absentee 
Allowances, Superannuation Allowances and Pen- 
sions, Stationery and Pnnting, etc Tho total sum 
amounts to crores, of which about one-half is 
spent in England Tlio Pubbc Works c^cpcndituro 
includes the construction and vrorking expenses of 
Eailways, Irrigation Works, and Cml Works About 
27 crores are spent annually on Eailways, 7 crores 
on Irrigation, and nearly 60 lakhs on CimI Works 

Eetrenchment ought to bo the watchword of the 
Government , for if they check their expenditure in 
other directions, they will have no difficulty in 
finding money for the real needs of tho people, 
namely, education, sanitation, and social refonn 
I The Minority Commissioners of tho Welby Com- 
mission thus summansed the views of Indian states- 
men regarding tho present management of Indian 
expenditure, and tho direction in which ]mpro\e- 
ments may bo efiected to the advantage of the 
Indian people^ 

“1 That Indidn expenditure is not always 
exclusively, or even mainly, governed by Indian 
considerations, as is illustrated by — 

(a) Indian Defence , Indian frontier pohey m its 
varying phases— adopted in furtherance of Imperial 
schemes of trans-frontier temtonal expansion more 
than for India’s defence — tendmg only to weaken 
her natural defences and loadmg her with indefinite 
and ever-moreasing habilities , 

‘Vide 7?«porl, Cd 131 of 1900 
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(&) Eailwaj^ extensions forced on without due 
heed to the country’s needs or means — apparently 
intended to advance her industnal development, 
but unaccompamed by other and larger necessary 
measures which alone could make them serviceable 
to the proposed end , 

(c) Contmued concessions, m respect of pay, pro- 
motion, pension, etc , to the European services, both 
civil and mihtary — concessions lending colour to the 
view that the country exists for the services, and 
not the sei vices for the eoimtry 

The greater part of the increase of expenditure in 
recent years falls under these heads, and this fact 
bears out the contention of the Indian people that 
Indian interests are often subordinated to considera- 
tions of Imperial expansion, British commerce, and 
the European services 

2 That due care is not exercised, nor is stnct 
economy enforced, in the spending of India’s money, 
as may be seen from the following — 

(a) Comparatively httle is yet done m the way 
of substituting qualified mdigenous agency for foreign 
agency in the various departments of the cml 
admimstration {eg judicial, police, medical, post, 
telegraph) , 

(&) Overgiowth of controllmg and supemsmgt 
central establishments {eg samtation, pohce, jads,^ 
stamps, registration, etc ) , 2 

(c) Organisation and maintenance of the Indian^ 
armies permanently on a war footing, without the^ 
necessary supports of reserves and mihtia — a system^ 
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of national defonco long smce discarded as wasteful 
in European countries , 

(d) Disproportionately largo numbers of Bntisli 
troops as compared with Native, 

(c) The officermg of the Natno army — over- 
recruitmg of the Staff Corps and an incrcasiiigl) 
restneted employment of Indian ofiicers, the question 
having an important bcanng on finance , 

(/) Railway contracts and concessions to railwaj 
jompames 

3 That there is a faulty distribution of oxpendx- 
}ure of Indian money — 

(a) Comparatively more is spent on so-called 
lational defence, and less on the material and 
noral development of the country and the lmp^o^ e- 
nent of the cml administration , 

(&) More IS spent on Imperial purposes and leas 
m piovincial purposes than is desirable in the 
present circumstances of the countrj', the provincial 
purposes being intimately connected, and the Im- 
penal purposes only remotely, ivith the immediate 
well-being of the people , 

(c) More is spent on improvement of commnm- 
cations, and less on the improvement of the condition 
and capacity of the people themselves 

The present scale of India’s expenebture is also open 
generally to objection on the ground that it is much 
beyond the capacity of the country to bear.” 
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3 HOME CHAEGES 

The details of the expenditure incurred in Eng- Elements, 
land on account of India are as follows . 

(i) Interest and management of debt, and 

payment of interest and annmties on 
account of railways and imgation works 

(ii) Payments in connection with Civil De- 

partments in India .... 

(m) India OflSce (excluding pensions) 

(iv) Army and manne effective charges - 

(v) Stores of all kinds charged against revenue 

(vi) Furlough allowances .... 

(vii) Non-effective charges (pensions and gra- 

tuities) 

Total - - (about) 

Since 1901-2, the amount spent m England has | 
mcreased by over six crores 

The Home Charges have for many years past Are Homo 
been the subject of much adverse criticism Theyf^fante?^ 
have been regarded by many Indian as well as| 

Enghsh statesmen as one of the mam causes ofjy 
Indian poverty Further, some have described them! 
as a tribute levied by England upon India, and< 

Mr J S Mill’s statement that "mtemational pay- 
ments for which no equivalent m commodities or 
money is paid have aU the effects of a tribute ” has 
been quoted m support of this view Sir George 
Wmgate observed many years ago, " The taxes spent 
in the country from which they are raised are 


Crores 


i 

H 

H 

7 

30f 
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totally different in their effect from taxe^ raised m 
one country and spent in another In this 
case tliey constitute no mere transfer of a portion 
of the national income from one set of citirens to 
another, but are an absolute loss and extinction of 
the whole amount drawn from the taxed country.'' 
Sir Thomas Munro also expressed a similar opinion 
Considered from the standpoint of the economist, 
the Homo Charges present two aspects — one political 
and the other economic. As is evident from the 
analysis given above, about onc-third of the total 
amount is spent in England owing to the political 
relations of that country with India, and the re- 
mainmg two-thirds represent payments uliich are 
really transactions of an economic character It 
would be a mistake, therefore, to regard the whole 
amount of the Home Charges ns a drain upon the 
resources of the country But, however legitimate 
and justifiable some of the payments may be in 
themselves, there is no denying the fact that more 
than 40 per cent of the total revenue of India goes 
out of the country without any direct return This 
certamly is not satisfactory E%ery effort ought, 
therefore, to be made, not only to check the further 
growth of the Home Charges, but to reduce as 
much as possible their present size In regard to 
civil expenses, army and manne charges, furlough 
allowances, pensions and gratmties, Indian pohticians 
are of opinion that the aggregate amount can, and 
ought to, be grgatly reduced by the substitution in 
a large measure of Indian for British agency in the 
admmistration as well as the defence of Ihe country. 
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As for the dohl ser\nce3, they urge that no rail\vay8 
bo in future constructed or purchased by the State 
^vlth borrowed capital, and that the debt now held 
m England bo gradually redeemed and, if possible, 
substituted by a rupee debt. Begarding the purchase 
of stores, public opinion m India strongly advocates 
the abolition or at least the reduction in size of the 
gigantic Stores Department in Great Bntain, for 
the two-fold purpose of leducing the Home Charges 
and encouraging indigenous industries 


4 GASH BALANCES 

In order to be able to carry on their operations, ’Mmimum 
the Government must have working balances 
hand On the basis of experience it has been [ required 
estimated that the minimum balance required ml 
London is 6 ciorcs (4 millions) and that m India j 
18 orores (12 millions) Dunng the years 1910 to Bninncesin 
1912, however, the balances m London were 
much m excess of the normal requirements They^'^ 
were £12 8, £16 7, and £18 39 millions respectively 
m London, and £12 29, £13 66, and £12 27 milhons 
respectively m Incha Tlio largo balances held m 
London formed the subject of much adverse criti- 
cism. Government money, it was said, had beeni 
moved unnecessarily from India in order that it t 
might assist the London merchants It was also ^ 
pom ted out that while the Government were borrow- ; 
ing with one hand, they were lendmg with another ; 
at lower rates of interest to “ approved borrowers " 
in London Although the cntics went too far in 
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acciifiing tlio aufhoriLiCH at tho Imlw Djhf’/* of a'‘>ting 
from unworthy motncs, tho po°itifm v,!!*; mnnifc tl) 
■unfi.itiafactory If the Go^('^^nlcnt ha'o in li'ind 
moneys for which tho) ha%e no me, the> ouglit to 
utilieo thorn cithoi m miliating momuren t^n'lnig 
ito the honofit of the people, «nch an univtml 
^education and salutation, or for the re'Juciion and 
jnvoidnncc of debt If they }m\e am mone^fi a Inch 
,<thoy can safely lend out tomporaril}, the people of 
^India (and not mcreU the Anglo-Indian merchants) 
jought to lia've the henefit^ 

i 

5 rnoviNCiAL riNANcn 

Originally, tho whole uf the re\cnue*J of India 
was licated ns a single funti to ho collcctr^l into a 
central account, and from thcnco doled out pace- 
meal to the \anons provinces according to tho 
requirements of each Tlic rrovmcml Go^enunents 
, collected and ultimately disburt-cd a large propor- 
tion of tho rc\cnucs, but as the} gained nothing 
by enhanced cflicioncy, the development of public 
( revenues did not proceed fast , and ns thc\ had no 
[motive for economy the svstom led to much extn- 
Uaganca Moreover, there were constant disputes 

^ On tho 31st Mnrch, 1013, mstcod of the normal Lotin*^ of 
£12 millions m Indin, tlio totnl bolnnco was £10,208,200, which 
was distributed ns follows 

In 210 district treasuries - . . . £0,500,000 

In 35 branches of Presidency bants - . 2,1 DS "00 

In 3 head offices of Presidency banLs - l,59"i GOO 

In 3 Kosorve Trcasuncs . . . S, 008,700 


£10,293.100 
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between the Central and the Provincial Grovem- 
ments Even the minutest items of expenditure 
had to be repoited for the orders of the Government 
of India In 1871, Sir Eichard Strachey’s scheme 
of reform was ^ven effect to Ceitain departments 
were made over to the Provmcial Governments, and 
they were ci edited with the departmental receipts 
together with a lump sum to enable them to meet 
the expenditure In 1877, the supreme Government 
transferred to the financial control of the Provmcial 
Governments all services except those which were 
foimd expedient to be kept imder central control 
In 1882, the system of Provincial finance was still 
further developed. 

The contracts made with the Provmcial Govem-j 
ments from this time forward were revised everyl 
five years This system of qumquennial revision 
was a fei tile cause of friction and improvidence and 
waste Not only were the Provmcial Governments 
opposed to the system, but it formed the subject 
of severe cnticism in the Indian National Congress 
In 1904, it was decided to give to the Provmcial 
Governments a permanent mterest m the revenues 
and expenditure under their control by mtroducmg 
a scheme of ' quasi-permanent ’ settlements A 
new series of ‘ quasi-permanent ’ settlements was 
concluded m 1907, but had to be completely revised 
and readjusted immediately afterwards 

In March , 19n ^J;he financial settlement with! 
each of the mght major provinces was made per-i 
manent Succour to a distressed provmce will m 
future be given only m the case of a widespread 


I 


Provincial 

ControotB 
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arrangements 
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faroino, on tho other hand the fio\(’rnfn'^i)t of 
Jjuha will cnll upon the pro\nit'-5 for flul in fit"* 
of a ^^a^ or in a grave fmaiicnl cnai" -t{Mri from 
these oiih special omergcnciea, hov,e\er, the rcUle- 
raents will he fixed, rigid, and i/crni merit 

E'o proMnee shall in future budget lor a deficit 
in its current reicnuc and opcndilurc extej't under 
abnormal circumstances It will not lie p< niii»- tblc 
for a Provincial Go\cimnent t-o nm through Uh 
balances, biuld up a licavj o\onirafi on the icncral 
balances of India, and then have lo be set on lU 
feet by Impenal bcncfuclums, for an\ fpccial 
' and temporary reason, a Pnnmcial Govcn'iiuuit has 
1 exhausted its own lialances and rx-rcivoi ptrmi'^noii 
“ to overdraw, it will lm\o lo take a small loan from 
i tho Imperial Jlxchcquor ind paa intcrc.it on tu If, 

' ill the last report, a proiince finds it imposnlno 
I to meet its doniauds, it ina} ln\o to consider the 
j propriety of raising additional taxation. I he settle* 

I meuts will not, howe\er, dclnr tho pnninccs from 
sharing in any surplus which tho OrAonmiont of 
^ India maj be lu a position lo diainbutc in a good 
{year Moreover, the Govenimeut will no longer 
exorcise tho same minute control over tlic budget irv 
arrangements of tlie provinces as lias Ken the 
practice in tho past.^ 

^Vide Sir Gu} ricetwood WiKto's Budgrt ppwch, IPU 
“ This mcnauro,” in tho words ol fair Gu> 1 Ict-liTOod Wtlf n, 
“ witl givolooat go\emnicnt8 n more abiding inter* jit in mating- 
ing and dirooting thoir own rraonrccs , it tiill greatly o duce tho 
occasion for interference bi the Ccntml Government, it aMll 
BtimuKto promncial indojicndonco and self reliance To tho 
Government of India also it ought to mean innch It anil rebcaa* 
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t; 

ProTinoial 

Eevenues, 


This IS the present pohcy of the Oovemment Complete 
It has been urged in many quarters that the|dem^del 
Impenal and Provincial sources of rev^ue should* 
be totally separated and that the Provinces should ^ 
have complete autonomy m financial affairs^ 

The le venue retained by the Government off 
India for its own purposes and for meetmg| 
the expenditure incurred by the Secretary of' 

State in England is described m the accounts as 
Imperial, and that which is assigned to the Pro- 
vincial Governments is descnbed as Provincial The 
expenditure is similarly classified The prmcipal 
heads of revejiue which are winlJy Impenal are , 

Opium, salt, customs, post-ofifice, telegraph, nunt, : 
exchange, and State railways , the principal divided 
heads being land revenue, irrigation, stamps, excise, 
assessed taxes, and forests ® On the expenditure side 
of the accounts the charge for mihtary services, ‘’debt 
services, and the charges under certam nunor heads 
are entirely Imperial, general administration is 
divided , most other important heads of Expenditure 
are Provincial 


us from the unforeseen and indetorminate liability to which the 
Impenal revenues wore formorlj exposed by the financial diffi- 
culties of any individual province ” 

1 T he Decen t lahsation Commission said “ The grant to the 
local Legislative Gounods of material control over Provincial 
Finance may make it necessary to do away, as fa,r as possible, 
with the present divided heads and to place some entirely within 
the purview of the Provincial and some withm that of the Impenal 
Govemment ” 

* The shares of the divided heads axe not always the same for 
the different provinces For instance, the United Provinces get 
three eighths of the Land Eevenue, whfle Bengal receives one half j 
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to form a chief source of revenue, have now been 
abolished m most of the provmces, and direct 
taxation has been substituted for them. 

Besides these, there are taxes on animals and 
vehicles, taxes on professions and trades, tolls on 
roads and femes, water rate, hght rate, conservancy 
rates, and other minor taxes Under special Acts 
the municipahties denve mcome from cattle-pounds, 
hackney carnages, and hcenses for the sale of spmts 
and drugs Most of the municipal bodies also derive 
income from rents of lands and houses, sale proceeds 
of municipal propert}”-, receipts from markets and 
slaughter-houses, fees from educational institutions, 
etc Their mcome is often supplemented by grants 
from the Grovernment^ 

The mam objects for which municipal funds |Brpenditure 
are spent are Lightmg, police, pubhc health and 
convenience, mcludmg water supply, dramage, con- 
servancy, hospitals and dispensaries, vaccmation, 
prevention of plague, markets and gardens, the con- 
struction and maintenance of roads and buildmgs, 
and public mstruction • 

The total expenditure of the mumcipahties often 
shghtly exceeds their ordmary mcome, and these 
bodies have frequently to apply to the Government 
\ for aid 

The mcidence of the municipal rates and taxes' inddenco of 

3 Municipal 
^ Taxation 

^The incomes of the munioipabties of Calcutta, Bombay, 

Madras, and Rangoon are about 1 crore, IJ crorc, 45 lakhs, and 
42 lakhs respectively Calcutta had m 1912-13 a debt of nearly 
6 orores, Bombay 6 orores, and Rangoon 2 crorcs 
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on Uio population has l>cen cnkulatorl lu" Nj 
per head * 

In rural areas, District and I/Ocal lloarda' pjorform 
the duties as>?igucd to immiciiiahlies m urkati areas 

Tho funds of District and I/ieal Hoards are largely 
derned from rates or cc'sos IcMOfl upon n'ln^rulti.ral 
land o\or and aho\c tho land rcionut From April, 
1908, tho acconiita of the Boards have Ixjcn evoluded 
from tho general proNuncial accounts, and thoir 
funds treated mdepondentlj in tho 'tiino ^ra^ as 
muincipal funds Tho Government (d India non 
mako a grant-in-aid to tho funds of nil I»oards equal 
approximately to ono-fourlh of their mromc from 
rates or cesses lovncd on laud. Tlio Boards have 
also other sources of incoino, such as cattleqKiund 
receipts, educational receipts, medical receipts, tolls 
on femes and bndges, and contrihutious for Fpccific 
purposes from tho jirovincnl funds Their aggregate 
income (exclusive of debt items) is about Dj crorcs. 

Tlio expenditure of* tho Boards 15 chiefly for 
roads and bndges, hospitals, vaccination, conser- 

* Siatutical Ali*tract/or Bnh^h India, mil 12 , p 101 

* Tlio Boards contain a varying proportion of elected memVm 
in all provinces except Madras, irhcro tho elective aysfem is 
applied only to members of District Boards Tlic total nnmVr 
of District Boards is at present 108, and of Local Baards a33 
There arc no Boards m Burma, and no Local Boards m the United 
Provmccs and the N -W 1 rentier Pro\ ineo Their functions 
are, m some respects, similar to those of tho Ckmiity Councils 
and Rural District Councils of Lngland Their posrers, however, 
are much mote reatneted thou those of tho latter bodies, 
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vancy, drainage, water supply, primary education, 
markets, and rest-houses 


The incidence of the Boards’ rates and cesses is| 
3f as per head of the population.^ | 


Inoidenoe ol 

Boards’ 

Taxation. 


The administration of the larger ports is placed Iport Trusts 
by various Acts m the hands of Port Commissioners, 
who are charged with the provision of suitable 
dock accommodation, and other services necessary ^ 
to shipping The Port Commissioners are em- 
powered, subject to the control of the Government, 
to levy dues on shipping and goods, to charge fees 
for services rendered, to contract loans for port 
improvement, to maintain the harbour and its 
appioaches, and to erect warehouses, jetties, harbour 
lights, and docks, for the convemence of traders and 
shipping 

The chief Indian ports are Calcutta, Bombay, | chief port# 
Karachi, Bangoon, and Madras The approximate ' 
incomes of these ports are nearly 1^ crores, 90 lakhs, 

^ crore, 45 lakhs, and 13 lakhs respectively^ 
Chittagong is also gradually nsmg into impoi lance 
as a port 


^ StaitsttcaZ Abstracl for Bnttsh India, 1911-12, p 105 
*The Port Trusta have wide powers, but they are subject to 
control by the Government Members of these Port Trusts are, 
for the most part, appomted by the Local Governments, and 
many of them are representatives of the local commercial 
commumtics 



CHAPTER XIII 

THE STATE AND ECONOMICS 


Some of the economic functions of tho Government 
have been discussed in the last chapter. The object 
of these functions, however, is more political than 
economic In tho present clmptcr, a bnof account 
will be given of some of the more direct relations 
which economic phenomena bear to the State in 
India 


1 STATE-LANDLORDISM 

As we have abeady seen, there is a tendency 
among Indian officials to regard the Go\eniment as 
' the ultimate propnetor of all lands, and to consider ■>, 
the revenue received by tho State from the people 
as in the nature of rent Attempts are often made 
to prove the correctness of the ^^ew by a reference 
to past history The Impeiruil Gazetteer says, 

“ Throughout the periods of natu e rule, for which 
we have any historical data, the prevaihng custom 
was for the cultivator to deal direct ^Vlth tho 
representative of the State, and the whole of the 
economic rent passed straight from the one to 
^ the other Even when there was an intermediary 
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and when that intermediary enjoyed, to a greater 
or less degree, the other mcidents of proprietary 
right, he seldom received any substantial share of 
the profits of cultivation, and such dues as he 
might intercept would more fittingly be classed 
as fees or perquisites than as remt m the proper 
sense of the term As the several provinces passed 
under British rule, t he Government at first c on-, 
tinned ^e native practice ,of taking as land reve nue 
the whole o r nearly the whole of. the e conomic , 
rent When the mtermedianes were few or weak, 
the Gnvemment dealt direct with the cultivator, 
e y in raiyatwan tracts , where, on the other hand, 
the intermediaries were numerous and powerful, 
as m the zamindan tracts of Bengal and the 
provinces, the Government dealt with these mter- 
medianes, leaving them to collect the rents from 
the cultivators, and, when paymg the proceeds 
to the State, to retam a small proportion, generally 
10 per cent, for their own use It is from this 
percentage that payments now representmg the 
net rental have developed” It goes on to say 
“The pecuhanty of Indian rents hes, therefore, 
m this fact, that whereas m most countnes the 
land revenue is an assignment from the rent made 
by the landowners to the Government, m India 
the net rent is, historically speakmg, a relmquish- 
ment of part of the profits of land by the Govern- 
ment to the landownera” 

If this theory of State-landlordism be correct, twO| Legitimate 
results wiU legitimately follow — (a) the landlords/ 
wiU sink mto the position of a merely superior kmd 
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of tonants, and {h) tho Govornmcnt will bo justified 
in demanding as its revenue tho whole of the 
economic rent^ 

But whatever may bo tho historical value of sucli 
a theory, the Government has never put forward a 
claim to tho ultimate propnctorship of all land and 
to its nght to an economic rent As Mr B H. 
Baden-Powell, a groat authority on tho subject, 
says “ Nowhere and under no revenue system does 
tho Government claim to talco the unearned incre- 
ment or tho w’holeof what remains after the wages 
of labour or cost of cultivation and profits of 
capital have been accounted for ” ” The Government, 
as a matter of fact, bases its claim to land revenue 
on “ the ancient right of the State to a share of the 
produce of the soil ” — that is to say, on the historical 
fact that the rulers of successive Gov'cmmcnts 
in India liave at all times raised the greater part of 
their State income by lev’jung a tax on the land.® 

Mr Baden-Powell looks at tho matter from a 

V Tho Bt Hon E S Montagu, in a lecture delivered at the 
Liberal Colonial Club, London, in Fobmary, 1914, said "The 
Govomment of India has euccceded to the position of pronucr 
partner in the land, not only with tho rights but tho corresponding 
duties of that position 1 have Bhovm hovr, m areas under a tem- 
porary Eottlemont, it has been able to take in tho form of revenue 
a largo share of the unearned inorenicnt from the land , this is, 
of cooTBO, devoted to pubho purposes, tho benefit of which is nlf i- 
matoly shared by tho agnoulturists ” 

» Baden Powell, Lajid St/sUma of Bniish India 

This share usually varied from one sixth to one tenth during 
tho Hindu period, but was liable to bo increased in time of uor 
or of special necessity Akbar raised this share to ono-third of 
the produce 
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practical point of view He says, “The British 
Government has everywhere conferred or recognised 
a private right in land, and in large areas of 
coimtiy — ^Bengal, Oudh, and the whole of Northern 
India, for example — it has expressly declared the 
proprietary rights of the landlord and the village 
owners It is, then, impossible to say broadly that 
the State takes a r&ni from the landholders regarded 
as tenants The Government is certainly j not 
ov^er . The utmost it does is to regard 
the land as hypothecated to itself as security, m the 
last resort, for the land revenue assessed upon it” 

He adds m the same stram “After the Govern- 
ment has so distinctly conferred proprietary rights 
m land, any later use of the term 'universal land- 
lord’ apphed to Government can only he m the 
nature of a metaphor The only function of a land- ^ 
lord that the Government exercises is the ge^ralv 
care for the progress of the State, makmg advances | 
to enable the cultivator to sink weUs or effect other * 
improvements, advancmg money for general agn- , 
cultural purposes, suspendmg or remitting the 
demand for revenue owmg to famine or calamity of 
season.” Mr Baden-Powell gives his final decision t 
m the followmg sentences “The land revenue jaTie Land 
caimot, then, he regarded as a rent, not even m the 
Eaiyatwan lands I should be mchned to 

regard the charge as more in the nature of a tax 
on agricultural mcomes ” ^ 

Eegarded from this standpomt, then, the Govern- 
ment IS not the ultimate proprietor of all lands. 

1 Badon-Powell, IjaTid Systems of Britxsh India. 
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Now, the q^uestion anses, can we point to any 
class which has absolute proprietary rights to the 
land ? Perhaps it would be safe to answer that 
there are hardly any absolute propnetors in India, 
hut there are various grades of propnetary rights, 
;each of a senes of persons hanng some of the 
Icharactenstics of a landowner 
‘ The propnetary nghts may he divided into five 
main classes 

^ (i) The Government may be the direct owner 
y (u) The cultivator or landholder may be, for all 
practical purposes, considered as propnetor, paying 
revenue to the Government This is the system 
which obtains in the raiyatwan tracts 
^ (in) The Government may recognise one grade of 
propnetor between itself and the actual landholder 
The most perfect example of this is found in the 
zemmdar of Bengal 

■'(iv) The Government may recognise two grades 
of propnetors between itself and the actual land- 
holder This form is found in cases where the over- 
lord’s nght has not developed so far as to make him 
sole landlord and all others mere tenants 
^ (v) The Government may recognise certam 

Bub-propnetary nghts, eg patm, dar-patm, etc. 

j Land tenures in India are largely the result 
; of changes and growths It very often happened 
that one set of nghts was superimposed upon 
another, and thus the various grades came into 
existence 
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2 PERMANENT ZAMTNDARI SETrMMENTS 

During the early years of the East India Company’s '(The early 
rule, the revenue settlement was made for very 
short periods, often for one year only This system 
caused much inconvemence to the Government and 
great hardship to the people The Directors of the 
Company realised the evils of the system, and m a 
letter to Lord Cornwallis they not only expressed 
their disapprobation of the frequent changes m the 
revenue settlements of Bengal, but condemned 
the endeavours which had been made to continually 
increase the land-tax A remedy agamst famines, 
like the one of 1869-YO, which carried off one-third 
of the population of Bengal and Behar and turned 
large areas of cultivated land into wild jungle, i 
was also greatly needed Lord ComwaDis took up 
the idea of a permanent settlement which had 
been advocated by Phihp Erancis Three possible 
methods of settlement m Bengal were open to the 
Government (a) a settlement with the raiyats, (&) 
a settlement with the farmers of revenue, and (c) a 
settlement with the zemindars Mr (afterwards 
Sir John) Shore advocated the last method as bemg 
the only one consistent with good government and 
the improvement of the country 

The Permanent Settlement was mtroduced m !The Per 
Bengal m 179a._a nd extended to Benares in 1796 
In promulgatmg the measure, the Government 
had two objects m view (1) the security of the Objects 
revenue, and (2) the improvement of the land 
The hope was entertained that if the land revenue 


Three poBsibl 
mei^o^ 
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•were fixed m perpetuity, the landlord would have the 
greatest inducement to improve his estate m the know- 
ledge that anythmg he could make from his estate 
\ over and above the land-tax would be his private pro- 
S perty, and not subject to any imposition by the State 
I Eurther, it was expected that this act of generosity 
‘ on the part of the Government would induce the 
lando'wner to be generous towards his tenants 
The prevailing opmion of officials m the early years 
of the nmeteenth century was that the measure 
had been attended ■with great success The^Com;^ 
missioners of the Agra pro'vince in a circular letter 
said, “ The Permanent Settlement concluded in the 
Bengal Provinces has notononsly been attended "with 
the happiest success, and the flourishing state of those 
provmces must, we thmk, be ascribed, in an eminent 
degree, to that wise and salutary measure '* They, 
therefore, recommended the extension of the measure 
to the Agra province Many other officials also held 

I the same view, and desired that the Permanent 
Settlement should be extended to the whole of India 
Later, however, the official view underwent a 
I change , and at the present moment there is almost 
(an unanimity of opmion among officials regarding 
Uhe failure of the system. The present attitude of 
the Government towards the measure has been 
clearly expressed m the Note on the Land Pevenue 
Pohcy of the Indian Government, 1902, issued in 
reply to certam criticisms of the late Mr E. G 
Dutt The Note says "The Government of India 
I know of no ground whatever for the contention 
*1 that Bengal has been saved from fa min e by the 
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Pennanent Settlement, a contention wlucli appears 
to them to be disproved by history, and they 
are not, therefore, disposed to attach much value 
to predictions as to the benefits that might have 
ensued had a similar settlement been extended else- 
where’' “As regards the condition of cultivation 
in Bengal . there is still less ground for the con- 
tention that their position owing to the Permanent 
Settlement has been converted mto one of excep- 
tional comfort and prosperity It is precisely ^ 
because this was not the case, and so far from 
being generously treated by the zemmdars the 
Bengal cultivator was rackrented, impoverished, and 
oppressed, that the Government of India felt com- 
pelled to mtervene on his behalf ” 

“As for the allegation that the Permanent Settle- 
ment has been the means of developmg m Bengal 
an exceptional flow of pubhc-spinted and charitable 
mvestment, while the Government of India are 
proud of the fact that there are many worthy and 
bberal-mmded landlords m Bengal as there are also 
in other parts of India, they know that the evil of 
absenteeism, of management of estates by unsympa- 
thetic agents, of unhappy relations between landlord 
and tenant, and of the multiplication of tenure-holders 
or middlemen between the zemindar and the culti- 
vator m many and various degrees are at least as 
marked and as much on the mcrease there as else- 
where , and they cannot conscientiously endorse the 
proposition that, m the mterest of the cultivator, that 
system of agrarian tenure should be held up as a 
public model, which is not supported by the expenence 
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'of any civilised country, which is not justified by 
the single great experiment that has been made 
^ m India, and which was found m the latter case 
bo place the tenant so unreservedly at the mercy of 
bhe landlord that the State has been compelled to 
employ for his protection a more stringent measure 
of legislation than has been found necessary in 
temporarily-settled areas ” 

Independent opmion is divided in respect of this 
question. One view is that it has most effectually 
safeguarded the economic welfare of the peopla 
Mr R 0 Dutt says, “ If the object of the Per- 
manent Settlement of 1793 was to create a 
thoroughly loyal class of landlords and a prosperous 
class of peasantry m Bengal, that object has suc- 
ceeded beyond all expectation.” ^ The earher 
generations of Indian statesmen favoured this view , 
but the modem trend of Indian opimon seems to 
be to look upon the measure as a rmstake It has 
deprived the State of the unearned mcrement of 
the land, and has not conferred a proportionately 
large benefit on the great bulk of the people 
Some people think that it would have been an 
ideal measure if it had been introduced without the 
mtervention of zemindars 

Mr J S Mill wrote, “ The measure proved a 
total failure as to the mam effects which its well- 
meaning promoters expected from it They flatteied 
themselves that they had created throughout the 
Bengal provmces English landlords, and it proved 
that they had only created Irish ones They did 
* R. C Dutt, Faninti in India 
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nothing for the improvement of their estate, hut 
everything for them own ruim In one generation 
the ancient zemindars had ceased to exist, and other 
famihes, mostly the descendants of Calcutta money- 
lenders, now occupy their place, and hve as useless 
drones upon the soil which has been given up to 
them Whatever the Government has sacrificed of 
its pecumary claims for the creation of such a class 
has at the best been wasted.”^ 

Mr James Mill, m his H'lstory of India, said James Mill’* 
" Next after the sovereign the immediate cultivators 
had by far the greatest portion of mterest m the 
soil The generous resolution was adopted of saen- 
ficmg to tlie improvement of the country the pro- 
pnetary rights of the sovereign The motives to 
improvement which property gives, of which the 
power was justly appreciated, might have been 
bestowed upon those . from whom alone the 
prmcipal improvements m agriculture must be 
derived, the immediate cultivators of the soiL Eor 
the rights of the zemindars a complete compensation 
might have easily been made ” * 

So much for the defects of the system, but it Onegooa 
undeniably has one good feature As Mr J S Mill 
says, “In this lU- judged measure there was one 
redeemmg pomt The ryots were reduced to the 

* Ftdc J S Mill, Prmciples of Pd^ltccd Economy 

®In England the land-tax was made perpetual m 1708, when 
Wilham Pitt the Younger was the Prune Minister According to 
Mr B 0 Butt, the English settlement has benefited the landed 
classes only, but the Bengal settlement has conferred a share of 
the benefit on the agnoultural community 
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rank of tenants of the zemindar, but tenants with 
fixity of tenure In the parts of India into which 
the British rule has been more recently introduced, 
the blunder has been avoided of endowing a useless 
body of great landlords with gifts from the public 
revenue , but along with the evil the good also 
has been left undone ” 

^ Though the Permanent Settlement is open to 
I objection, the system of temporary settlements is 
[ not without its defects The latter not only means 
i expense and trouble, but the dislocation of business. 

- It has, further, the tendency of checking the im- 
provement of cultivation, and even of paralysing it 
^ by an uncertam and ever-increasing State demand 
, Amd the shorter the penod for which settlements 
are made, the greater is the degree in which 
^ these evils appear The only solution of the 
^problem seems to be to make the settlements for 
" fairly long periods, say, fifty years, so as to avoid 
l the defects of both the extremes 

Before leainng this subject, a few words may be 
said about the zemindar’s right to the soil A 
considerable difference of opinion exists regarding 
the question whether the zemindars were origmally 
landlords in the English sense, or only farmers and 
collectors of revenue In the great Bent Case of 
1866, an authoritative opinion was dehvered by the 
Calcutta High Court, m which the judges held the 
view that the Bengal zemmdars were, in their ongm, 
not true landowners, but revenue-farmers. Some 
Indian statesmen, however, regard them as havmg 
ibeen real owners of the land, and, m some cases, 
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rulers of portions of the province The view of the 
Governn^t^jof Bengal was cleariy ~^pressed m 
THeir letter to the Government of India, dated the 
24th of June, 1901, in which they said, “But the 
truth probably hes between the position adopted by 
the advocates of the two sides of the question, and 
while there were large numbers of middlemen 
suddenly converted mto landholders, there were also 
hereditary chiefs with aU the attributes of pro- 
prietorship that were known m their time m 
India." 1 

Thus whatever may have been the origmal (Theiemuidai 
status of the zemindars, m practice they are and 
must be regarded as actual proprietors of the land ‘ 
they hold, subject to the right of the Government tc 
land revenue, and of the tenant to whatever rights 
are vouchsafed to him by law and custom. 

3 LAND-EEVENUE SETTLEMENTS 

With reference to the land revenue, the tenures Zamtndarx 
are divided mto two kmds, zarmndan and razyatwan 
When the revenue is assessed by the State on an) 
individual or a community ownmg an estate and 
occupymg a position identical with, or analogous to, ; 
that of a landlord, the assessment is known as i 

' I 

mtnvndan , where the revenue is imposed on mdivi- ^ 
duals who are, or who represent, the actual occupants 
of holdmgs, the assessment is known as ranjaixmn 
Under either system, theie may be rent-paymg sub- ; 

•i 

iVide Idott on the Land Etvaiue Pohey of the Goiemmeni, 
im 
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tonante. Tlio foniior sVhl/'Jii prcvnilp m tho 

whole of Bengal, m the UniU4 the 

Punjab, the Central JVovjncc?f, nnd part»> of Mndros , 
while the latter w found in Bombay ami Siml, 
Burma, ABBum, Borar, and the greaWir j/art of 
MadraB 

Tlio Bovonuo SettlemenU> may Ijo oitbc*' jxinnanent 
or toraporarj’. Tlio pennancnll} -f'’*tllcd digtncte 
cover most of Bengal and parts of l\Iadras and the 
United Provinces, while in the rest of Inon the 
Bottlemont is for a penod vaty'ing from ten to thirty 
I years. About 20 per cent of tlio total area is held 
fby permanontly-Bcttlcd nnd 33 per cent by temiJO- 
Iranly-Bottlcd zaimudan propnelors , wlnlo the 
I remaining 47 per cent la hold by tornixinril) - 
Isottled raijats (or pleasant propnotors)* 

The land rci enuo appears to the ordinaty* person 
i to bo a tav on rent But the oDlcinls hold a 
' different now , they rather regard the rent as a 
deduction from tho roienue "The peculiarity of 
Indian rents lies m this fact, that whereas in lUOat 
countries the land ro\cnuo is an assignment from 
the rent made by the landowners to the Govom- 
' ment, m India the net rent is, historically speaking, 
; a relinquishment of part of tho profits of land by 
’ the Grovemmont to the landowners.” ® 

] Assessment methods a ary according to the kind 
of estate and its mode of working But tw o general 
principles are found to underlie these methods Ono 

'Tho nienta and domonla of Iho Pemmnent Settlement luiTo 
juroady been disonsscd 

^Imptnal Gazeitur of India, 
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is to fix empirical rates, winch are first ascertained 
only as maximiim rates, on the basis of those 
actually paid m the past, but -with such inciease as 
can now be taken with reference to the nse in 
prices and progress in prospeiity, and then to apply 
those rates in a shding scale, according to the pro- 
ductiMt}’' of particular lands The other prmciple 
is applied to all vaiieties of landlord estate where 
thcie are tenants, it consists m finding out the 
rents iihich the tenants actually pay, and then 
demand from the landlords a fixed proportion of 
such rents ^ Except m Bombay (where the assess- 
ment IS not fixed m terms of produce), the land 
revenue is assessed so as to represent a share, not 
of the gross, but of the net produce (or net assets)^ 
In the temporary zammdan settlements, the 
Grovemment usually takes about 60 per cent of 
the rent as revenue , and m the permanent settle- 
ments about 25 per cent of the rental on an average. 
The rates of revenue vary greatly with the pro- 
ductive power of the soil, advantages of chmate and 
irrigation, and facihties for marketmg produce ® i 
The question of the burden of the land revenue^ 
is one of the most controversial questions m Indian ^ 
economics and pohtics. Many of the Indian, 
patriots hold that the burden is oppressive, that" 
it is one of the causes of the extreme poverty^ 

> B H. Baden-Powell, JJand Jieienue %n Bntuh India, pp 47, 
48. 

* Moral and Material Progress and Condition of India, 1914, 

p 28 

« For details of the incidence of Land Eovenue, see Appendix. 

IF R 


Assessment 

rates 


The burden, 
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of tho ran<'scs of tlio llu I H '>« 

tory cAueo of f'lininf - oiric" f* t*i • 

officials iimiutain that th' Ku<l ro' “tiiif i‘ t>o1 o^C'' 
BiYC, im<l that laUcrU M h'" If^’coiuo mf annr^^ 
liberal ' It lia-s bj.u wlculntM tb vi the of 


* Jl C 'Diltl, Op'n u, I^-rJ (I*- 5 tt* 

Hettnuc Poheij t)J tit Grcr^rnn^nt rj Jr'li'*, l'f'V2 A 
vrns subinillctl l)> o numU-r o( rt <-f tt* O'n-'’^ 

went in v.Uwh lhc\ ur/. 4 f» f dl Lot. } IVv,-. it { ,'t 

dirccLlv by ibf euliitntf'^ t!" (•> rifo* <! b* 

limiUti (o fiO i>"r rent, of t'n Tp'ti'- o*' Ui” r^t. j' ''■■', ofi'^ 

liboral (kdurtiot for cultltttioo t'Sffn' ^ h'o ) < 'i fo 1 

fihould not ortltnoiiU t'ocf' d orr> fif'h ft t'c. pto3ct_; 

(it) wliorc Uio Lind Ibvciuo it jrttd bv lir.d’o .1* tb- fr' ’ li '- 
ndoplrd in llio feobo’^par Itul t of L'la, \ ) "*' by t{ iu^r €>• 
demond b hniUcd to ort InK of ll." fic'ail r'"* O' fcj *'><?' cf 
tmoh Undlord'', fbonkl l<! nnn.- i'K rpp’t'-d; bti) ro ffTlttoi 
of tho Irfind To'c of fln\ pro* m''o cr pt" t! rrrrf rbojl 1 I*' 

■ffilbin fbirtv Ji'an of the otp ruti > 1 of O’, fort'-'-r fttvi' on , (it) 
when such rcviMon w mide tht'o ‘•lionM U) no incri'a^'' in thf 
nsBMsmcnt except m crt-es where l! - t"n<l luio jnert’O.'-' 1 «n 
(o) in conroquenco ol improverr’ita in Ir'i’ai on tto-bs C’vmc-i 
out nt Ibo esponso of the Ooiimnvnl, o* (h) if'cojn’ n 
rise m the vnlnc of protluco , tvnd (\) that r bmil L Gxti beyond 
■which it mny not bo pemji‘'iiblo to smtdu'rF > the land tax 'rllb 
loctil ccs'Jcs Tho official repli to the- o rroomraentlatiot'.i wxl 
the foUotvmg (I) The rnggi. ato i that th’ lag'll o. venae “Lorld 
bo fixed at a share of tho produce b< imprac'icnbl'', end vro ild, if 
accepted, lead to the placing of burden.'! on the fliould''r3 of the 
people, from whieb, under a lees rigid pyulem, if ETrapatbetiea.l'y 
odmimstcrcd, they aro exempt (2) Tbe Sabamnpor Lulcs, 
issued in 1855 (so called bccxusc they wtro issued in co'aiicction 
■with tho resettlement of the land rt.vctme in tbe Sabaranpar 
district of tho United rronnccs), laid doun "not that the 
rovonuo of each estate Is to be fixed as one-half of the net averege 
assets, but in taking these assets mth other data Into considcm- 
tion. tho Collector will bear in mind that about one half, and not 
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the land revenue per head of the population of 
Biitish India is under Ee 1 4 as (Is 8d.) ^ W head 

4. TENANCY LEGISLATION s 

The object of the tenancy laws of the govern- 1 Object of 
ment m India is to protect the tenant against the ^ 
effects of an unfair competition, and to secure to 
him the rights conferred by custom As a large 

two thirds as before, of the well-asoertained net assets shotdd be 
the Qovommont demand,” and the Rules do not prevent them 
from demanding more than 60 per cent (3) The considerations 
wluoh determine the term of settlement are “ Where the land 
IS fully cultivated, rents are fair, and ngrioultural production not 
hable to violent oscillations, it is auffioient if the demands of the 
Government are re-adjustcd once m thirty years, i e once in 
the lifetime of a generation, and where the opposite conditions 
prevail, where there are much waste land, low rents, and a 
fluotuatmg cultivation, or agam whore there is a rapid develop- 
ment of resources owmg to the construction of roads, railways, 
or canals, or to an morease of population, or to a rise m prices, 
the postponement of re settlement for so long a period as thirty 
years is both mjunous to the people, who are unequal to the 
Strom of a short enhancement, and unjust to the general tax- 
payer, who is temporarily deprived of the additional revenue to 
which he has a legitimate claim ” (4) To deny the right of the 
State to a share m the unearned mcrement of land would be to 
surrender to a number of mdividuals an mcrement which they 
hod not themselves earned, but which had resulted partly from 
the actions of the Government and partly from a rise m the 
standard of civihsation (6) The aim of local taxation is the 
benefit of the commumty, and to place an absolute limit to such 
taxation would be agamst the mterests of the people 
1 Moral and Material Progress of India, 1914, p 28 
3 Vide Baden-Powell, Land Systems of British India and the 
Tenancy and Bent Acts of the different Provincial Governments 
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' ol ih^f J' <{' I'J I’’ 

Inii'l, a ’unjtn?r» t 4 {•vi'’” --f' 
in" t'l l''4i"il v.ill v^) ^ V' i'> r 'I f- 
W(' iilr(‘^-i<l ,, ' n lU'it i 


T- . r N‘ 

'!<('■ { t->‘' I f 7^7- 


lorl rijylit I pr jVi ! n I ,- a* \iv 

Ilf, '■)ih'‘r rj in Kn6 A' t'i’ t- p '-■< n *, e-rt-o 7 / 

Ui(' irtfiflUriO* D ' iiri-S '’"nil?!? c.f >{ S’l" fi-'t 

<if (!<'» nripKiiil Irnrih* *•>''1'^ U tid tAnTi to 

luuk jutn iiou'5!n»j>ri''liit7 c''’U>'.'?t '"'• t* A 

ctirl lin r of r rh tr> mt" hn“>rvr’-, <' - d it-. 


rui"^rtnjp Ih'^rii , rin<l wri ‘in p f't "i *■ h ' 


It H itire in fir.i hr;*’ Div f^K t--'* 

, « 

itcmnt*! vlio n’pn’' til Ii tlurTt; ■” ?-t,d t’' 

.i\)u!7'j iffriiion If' Cih' to iM,'tr^’;U T)» IN'i "d 
find till! Apn i’ruMiu< l! ■' !*, I.*-- Mod 4 


ithf' difli' %iU/ I') cn/linp \ i.o'*'! ~\\ rul tAvt 
/firi} toiinnt hr*- contimix' '’r Ii'ld tfjtjt' lori': I >t 


ti\ehc jcrtni, he I'lould I" n ^ni'A in cAl lv'^ 

' Ml Oc*cnp mejt Tenant In th • Pn.’j Jj cn I Oedh 


ho\vc\or, l\n3 tHclNf jc-irA ralo tlC' i t 
I find in the Cenln! I’roMnc’". it h cnic rtpph?. I in a 
special and hinitcd \m lU'l In \\ > <> j'-ip .n- a-f a 
f nundicr of pri\il'’ 2 od Hndholdonf^ art'' 1 1 Is3 

fiub-proprieton. 

' The tenancy la-tr of rf^nr-d (lmd <'>5 


thrcQ classes (I) Tenure liolderf , (,2) cj I 

(3) Undor-r\oK Tlie ryots, apuu, am uiv tdr-d into 
(a) R}ots holding at fixed mto'^ (tint r, ctiher at a 
.rent fixed in pcrpelmD or n rate cf irut fawl m 
‘ peqicLmly) , (&) Occupancy-n ot^:, that is lAuta 
; having a right of oconpanc) in tho land held hy 
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fcliein , and (c) Non-occupancy ryots There is, m j(c) Non- 
addition, another class, namely Settled Ryots, that 
IS, those who have for a period of twelve years held 
as ryots lands situated m any village i " 

A Tenure-holder is a person who has acquired j Definitions of 
from a proprietor or from another tenure-holder a 
right to hold land for the purpose of eollectmg rents 
or bnngmg it under cultivation by estabhshmg 
tenants on it , and the term includes the successors 
m mterest of persons who have acqmred such 
rights 

A Ryot IS a person who has acquired the right to 
hold land for the purpose of cultivatmg it by him- 
self or by members of his family, or by hired 
servants, oi with the aid of partners , and the term 
mcludes the successors m mterest of persons who 
have acquired such nghts 

Under-ryots are tenants holding land, whether j 


immediately of mediately, under a Ryot , 

In Bengal, ryots at fixed rates are the highest| Pnviieges of 
class of tenants, and have practicaDy very much thelmt^''*^^^ 
same privileges as the tenure-holder The rent| 
cannot be enhanced and the holder cannot be ^ 


ejected, except for some express breach of the con- ^ 
ditions of tenancy. All other privileged tenants 


are grouped together as occupancy tenants The 
rest of the tenants are tenants-at-wiU, who have 


only the benefit of some protective provisions, ey . 
notice of ejectment of not less than six months, etc j 

In the permanently-settled districts of the Agral Tenant law m 

, , , J. J. n J Z province, 

provmce, there are certain tenants at nxed rates,' 
just as m Bengal AIL other tenants, if they have 
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who had been revenue-assignees and had lemained 
in possession of the land These naturally-entitled 
classes are given different degrees of privilege ^ 

In Madras, every tenant is allowed to have 'm Madras, 
whatever pnvilege he can prove There is no^ 
artificial rule about the rate of rent or the hniit of 
enhancement All contracts, express or unphed,? 
are enforced If there is no contract, the rate is 
to be that of the Gkivernment assessment, or, failing 
that, the customary rate of the locality Tenants, 
m general can only be ejected pursuant to a decree | 
of court, but they can always rehnquish the land atj 
the end of the year i 

In Bombay, the holder of the land is either', m Bombaj 
a direct occupant paying revenue to the Govern-^ 
ment, or is an inferior occupant paymg rent to 8ome| 
superior In the latter case, if there is an agree-* 
ment, the tenns alone determine the features, rent-| 
charges, and habdities of the tenancy , if not, then| 
the usage of the locality is referred to | 

In Oudh, an attempt was at first made to mtro- ^ Oudh 
duce the pohcy of the Agra Province of ignormg j 
the overlords and deahng with the villagers as 
proprietors, but after the Mutmy a settlement was 
made with the Talukdars This necessitated an 
elaborate senes of provisions as to the protection to 
be afforded to tenants m the Taluks The nghts of , 
the tenants were recogmsed and protected by the j 
tenant law of 1886, which ensured permanent i 
occupancy to hereditary tenants, and the hmitation 
of their rents 
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Durmg the reigB of Akbar, “ there was a scarcity 
of ram throughout the whole of Hm^ustan, and 
a fearful famine raged contmuously for three or 
four years” The Kmg ordered that alms should 
be distributed m all the cities , and Nawab Sheikh 
Eand Bokhan, bemg ordered to supermtend and 
control their distnbution, did all m his power to 
relieve the general distress of the people ” ^ The 
fifth year of the reign of Shah Jehan witnessed 
one of the greatest fammes recorded m history 
It aj0Qicted almost the whole of India, and, m spite 
of the vigorous measures of relief adopted by the 
Emperor, a prodigious mortahty ensued There 
was another great famme m the reign of Aurang- 
zebe James Mill thus writes of the measures 
adopted to cope with this calamity “ The prudence 
of Aurangzebe, if his preceding actions will not 
permit us to call it his humamty, suggested to him 
the utmost activity of beneficence on this calamitous 
occasion The rents of the husbandmen, and other 
taxes, were remitted. The treasury of the Emperor 
was opened without hmit , corn was bouglit m the 
provinces where the produce was best, conveyed to 
those m which it was most defective, and distributed 
to the people at reduced prices ” 


Durmg the rule of the East India Company, ^East India 
“ India suffered, m one part or another, from twelve * 

fammes and four severe scarcities ” " The first of \ 
these was the dreadful calamity of 1770, “by which flTTO 


moie than a third of the mhabitauts of Bengal 


^ Dowson, Etslory of India. 

® Ecport of Famine Commission, 1001, p 1 
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■wore computed to have been destroyed ” * ^UUiougli 
signals of tlio impending disaster had been receu f'd in 
1769, nothing had boon done to checlc the fnnuno.and 
oven when distress became acute, no icbcf measures 
on an adequate scale were adopted" In l\Iadras, 1781 
and 1782 were years of severe scarcity, and in 1 784 
a severe famine devastated the v.liole of Northern 
India A drought m Madras and Hyderabad in 
1791 was followed by an intense famine the next 
year It was on tins occasion that relief-uorhs 
were first opened by the Madnis Go^cmmcnt for 
,tho support of the famine-Htnchen In 1802-3 a 
■failure of rams led to famine in Bombaj and 
i scarcity in Madras, which were followed the next 
I year by a widely extended famine in the North- 
' Western provinces and Oudln The measures adopted 
on this occasion consisted in making remissions of 
the revenue, m giviug loans and advances to land- 
owners, m ofifenng a bount}’ on all grain imported 
into Benares, Allahabad, Cawnporo and Fatohgarlu 
In 1806-7, there was a sciero scarcity m some 
districts of Madras® The next great famine was 

^ James Mill, Htstortf oj Indta 

^Tlie pneo of common rico rose from 40 scers per rnpeo to 
3 J Beers In the plentiful j car of 17 14 , coarse nee had sold at 1 20 
seers the rupoo, and vrheat 90 sects Vide Col Baird Smith’s 
Htporl, Sect n , p 29 

^ This scarcity gave the occasion for a discussion regarding 
inlerforcnco mth private trade The Government at the outset 
declared against any Interference, hnt in the end they conceived 
It necessary to purchase gram, guaranteeing a raininium pneo 
to importers The pnnoiplo of non mtcrvention in trade was 
toUovrod in 1812 13 and 1824 26 
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tliat of 1833, known as the “ Guntur famine ” It 
affected the northern districts of Madias, and parts 
of the Southern Maliratta country, and of Mysore 
and Hyderabad. TJie severity of the calamitj’’ was 
not recognised by the Government till it was too 
late, with the result that 200,000 persons died in 
Guntur out of a population of 600,000’ In 1837 
there was a severe famine in Upper India Pubhc 
works were opened at several centres, but the work 
of rehenng the helpless and the infirm was left m 
the hands of the charitable public The mortality 
was gieat, and the extremity of suffenng enduied by 
the people was such as to leave behind a wide- 
spread and lasting recollection of the horrors of thef 
calamity.” In 1854, a famine, severe, though hmitedf 1854. 
in area, ^nsited Northern Madras •' 

Since the transfer of the admimstration of India iDireotBntiah 
from the Company to the Crown, there have beeni 
ton important famines, besides a large number ofUv^,^ 
severe scarcities The first famine occurred in * 

1860-61, the chief area affected being that between j 1SC0-6L 
Delhi and Agra This W'as the first famine in' 

British India during which poor-houses were usedj 
as a means of rehef , and it was also the first occasion*^ 
on which the authorities thought fit to enquire into, 
the causes, area, and intensity of the famine, ass 
well as the measures to be adopted to cope with! 
distress, CoL Baird Smith being placed on deputa-l 
tion for the purpose A drought in 1865 wasUscs 
followed the next year by a severe famme The 

* Scport of Famme Commission, 1880, p 10 

* Bepori of Famine Commission, 1880 
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calamity foil with the greatest intensitj on Onssa 
hence its name, the “ Orissa famine ” , but it also 
atfcctcd Madras, Northern Bengal and Bchar The 
officials, although forewarned, toolr no steps to moot 
the approach of the calamitj, so that svhen it came 
■ they wore absolutely lielplcss It Mas estimated 
that about a million persons died m Onssa alone 
A year had hardly elapsed bofoic Northern and 
' Central India was visited by one of the most wade* 

< spread and grievous famines on record The con- 
i ditions were the worst in Baiputana and Central 
' India, where there was an entire loss of crops os 
well as of fodder and grass, liesidcs n dearth of 
, water, and to add to the miseries of the people, 

(' an epidemic of cholera broke out and spread in all 
' diiections Prompt action was taken by the 
> Go^e^nraent to relieve distress, hut the relief given 
^ was hardly commensurate with the magnitude of 
I the distress, and there was considerable loss of 
' life 

In 1873, Behar and the eastern distncla of the 
United Provinces were afflicted ^vlth a famina 
The Bengal Government, liowever, took prompt ' 
action, and earned out relief measures on a scale 
and with a thoroughness which had never been ' 
equalled before The total cost of the relief 
'measures amounted to nearly 10 crores Tlie great 
famine of 1876-78 was, in respect of the area and 
the population affected, as well os the duration and 
the intensity of the distress, the most grievous 
calamity experienced since the beginning of the 
mneteenth century It affected Madras, Bombay 
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the United Provinces and the Punjab The rehef 
measures on this occasion were msufficient and ■ 
imperfectly organised The Government refused to i 
recognise their responsibihty for saving human lives, \ 
and declared with cymcal calmness that “ the task ' 
of savmg life, irrespective of cost, is one which is ' 
beyond their power to undertake, and that m the 
mterests of the distiessed population itself, as well 
as of the taxpayers generally, the Government of 
India was bound to adopt precaution agamst in- 
dolence or imposition ” ^ Small wonder that a 
fearful mortahty was the result of the adoption of 
such a pohcy ' 

Between 1878 and 1896, there were two fanunes | 
and five scarcities, all of them of a more or less local | 
character The great fanune of 1896-97 affected |189B 
almost every provmce, though m varying degrees 
of intensity, the population sorely afflicted bemg,^ 
estimated at 34 millions In addition to the open- \ 
mg of puhhc works at various centres, gratuitous ! 
rehef was given extensively, and in many parts of 
the country people were reheved m their own 
homes The rehef operations were conducted with 
a fair measure of success, except m the Central 
Provmces where the death-rate rose very high above ; 
the normal ® The total cost of rehef measures was ’ 

7 27 crores ^ ' 

I 

^ Vide Beport of the Famine Commission, 1901 
* Famine Commission Beport, 1898, p 196 
s “ Rebof "was given to 821 millions of persons at an average 
cost of 1 42 annas a day for each person relieved ” {Beport of the 
Famine Commission, 1898) 



270 


rNDiAN EcoNOjnas 


Following closely upon this came another calamit) 
of tho severest typo, nnraelj, the famine of 18?0-I900 
Tho area and population affected were, roughly, 
189,000 squaie miles and 28 millions respectively- 
Tlie authorities failed and, in some cases, refused to 
open rehef works in tho early stages of the famine; 
and when they were opened, such \ ast numbers came 
on them that the system almost completely broke 
down in many cases Tho total expenditure amounted 
to 10 crorcs, and the excess of mortality ovei the 
normal was 1,230,855 Several famines and scar- 
cities of a local character occurred after 1900, llioso 
of 190G-7 and 1907-8 bemg the most important- 
It was not, how'ever, considered necessary to adopt 
any large scheme of relief on any of these occasion^. 

From this brief sketch it is evident that famines 
are frequently recurring calamities m India It 
was estimated by the Famine Commis'^ioners of 1880 
that, on an average, there are two bad seasons to 
seven good, and one-twelfth of the population may 
be approximately taken os the portion aJlccted by 
each famme Some provinces are more liable to 
these calamities tlian others, but hardly a year 
passes m which some part or other of the country 
does not, m some degree, suffer from a famme or a 
scarcity The more important famines come at 
irregular mtervals,^ though not without warning 
/ The first signal of an approaching famine is a 

^It hoB sometimes been suggested that famines occur in 
oyoles, but, as tbo Commission of 1880 remarked, our knoivlcdgo 

of ^0 periodicity of past famines docs not enable us to calculate 
fluca cycles 
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failure of rams, followed by a failure of crops Pnces 
nse high, and the less efficient among the labourers, 
findmg no employment, swell the ranks of beggars 
At the same time there is a contraction of credit and 
of private chanty. Theft and robbery mcrease, and 
a general restlessness is visible among the people 
There is also a deterioration m the health of the people, 
wluch often leads to epidemics of a serious kmd 

In order to cope with famines, all the provmcesl Famine Codea 
have their Famine Codes, ^ which, differmg m mmor[ 
details, agree m all essential matters They pre- 
scribe the precautionary or preparatory arrangements 
to be permanently mamtamed m ordmary times, and 
the steps to be taken when the mformation received 
indicates the immmence of scarcity or famme 
They also lay down the duties of all officers con- 
cerned when famine or scarcity is actually present, 
and the various measures of rehef to be adopted i 
As soon as the Local Government are able to 'Relief 
read the fiist signals of an approachmg famine orv 
scarcity, it is their duty to take the necessary steps < 
for meeting it The Fa min e Commissions recom- fFirst afage 
mended a plan of work which may be briefly described 
thus During the first stage 

(i) liberal advances should be given for the con- 
struction of temporary, and the repair of permanent, 
wells, and for other village improvements , 

(u) non-official co-operation should be enhsted 
and the organisation of pubho chanty should be 
vigorously taken m hand , 

^ In 1883, tile provincial famine codes were first promulgated 
Smce then, they have undergone several revisions 
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(ui) liberal advances should be given for the 
purchase of seed for the ensuing crop , 

(iv) the pohce should be supphed with funds to 
reheve wanderers in distress , 

(v) test works should be started, and poor-houses 
should be opened at the chief centres of population , 

(vi) inquiries as to suspensions of revenue should 
be begun , 

(vu) rehef circles should be organised, and the 
necessary inspections should bo made , 

(viu) preliminary hsts should bo drawn up of 
persons eligible for gratuitous rehef , 

(ix) if there are threaten mgs of a scarcity of 
fodder or drmking water, steps should be taken to 
meet it and to encourage private enterprise to import 
fodder and to develop the water-supply 

The object of test works is “ not to reheve famine, 
but to test the presence of it not to relieve hunger, 
but to find out whether people are hungry ” Directly 
the numbers attending test works indicate that 
further rehef measures are necessary, test works 
should be converted mto rehef works, which are 
the backbone of famine-rehef admmistratiom All 
who apply and are capable of workmg should be 
admitted to rehef works, and tasks and wages should 
be graduated accordmg to their respective strength 
and physical requirements The fundamental pnn- 
ciple of the famme wage is that “ the lowest amount 
sufficient to mamtam health ” should be given, 
hehef works should be of two kmds, pubhc works 
and village works. The former would be works under 
the control of the Pubhc Works Department, and 
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would engage large numbers of people The latter 
would be under the revenue authorities and would 
be local works of use to a particular village or group 
of vdlages [ 

The distribution of gratuitous rehef should also iGratmtous 
begin 't^en test works are converted mto relief 
works, and care should be taken to see that all 
persons entitled by the Code to receive it are 
brought upon the hst. These are persons having 
no relatives able and bound to support them, who 
are mcapacitated by physical infirmity, or by their 
presence at home being necessary to attend on sick 
or infant children, from earning a subsistence on 
rehef works 

Poor-houses also should at the same time beliroor-nonfles 
started at all convement centres for the reception ( 
of persons unfit to work, who either have no homes | 
or cannot convemently be sent to their homes, and j 
of persons m need of rehef who, though fit, refuse \ 
to labour^ 

Of the minor measures of rehef, the most impor- ' Kitohenfl and 
tant is that of kitchens, intended mainly for the 
dependents of persons engaged on the rehef works 
The other measures are (a) gratuities or semi- 
gratuitous rehef to purdaiiasTivn women, (h) rehef ^ 
to respectable men, (c) rehef to artisans, {d) rehef to ’ 
weavers, and (e) temporary orphanages 

Before the rams break, and m tune for the| Last stage. 

^ The Famine Commissioners of 1901 observed m this con- 
nection “ Wo were straok by the failure of the local ofBcers m 
Bombay m this respect . a failure whioh was one of the 
causes of the great mortahty m Gujrat ” {Report, p 20) 

IE s 
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prudent use of the money, large tcJcam advances 
should be given for cattle and seed, and Charitable 
Fund donations should be distnbuted At the 
begmning of the monsoon, people may he induced 
to leave the rehef works, provided the necessary 
pressure is used with the greatest caution and safe- 
guarded by a large extension of gratuitous rehef 
After the necessity for State relief has completely 
ceased with the growth of new crops, all rehef 


operations should bo closed. 

The rules recommended by the several Eamine 
Commissiona and embodied m the Pamino Codes 
leave very httle to be desired. But m practice the 
success of operations depends very largely upon the 
foresight, energy, and sympathy of the executive 
officers of the Government In this connection 
three thmgs are necessary to be borne in mind first, 
that it is desirable to take steps for warding off a 
calamity, if possible , secondly, that it is ultimately 
economical to start rehef operations early, and 
thirdly, that for preventmg loss of life and preserv- 
! mg the health and strength of the people, rehef 
■ ought to be given liberally 

We ought not, however, to rest content with 
.mere palliatives. Prevention is always better than 
feme, and it would certainly be wise to find out 
the root-causes of these calamities and to adopt the 
nec^sa^ preventive measures Of course, the 
I ““fc and direct cause is drought, that is to 

' Zw ^ or msufacieucT, or 

tio/haThf monsoon rains Disforesta- 

tion has been pronounced hy experts as a cause of 
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msufficient rainfall ; and a more perfect system ol 
afforestation than has hitherto been practised will, 
it 18 beheved, go a long way towards preventmg 
drought The artificial supply of water by means 
of irrigation is of even greater importance, and | 
although much has been done m this matter, there ’ 
is stiU room for more work. The Eannne Commis- j 
sioners of 1901 said “All provmces do not, mdeed, j 
present practicable schemes for the construction of i 
great canals, hut the possibihty of smaller pro- ' 
tective works has in no provmce been exhausted, j 
while in some provmces they have as yet hardly ’ 
been exammed Eor storage tanks, reservoirs, and, 
above all, irngation wells, the scope and the necessity 
are very great ” Improved methods of agriculture 
and the adoption of a system of “ dry cultivation ” 
are also needed to ensure the production of crops 
Sometimes, crops are destroyed by floods, agamst 
which an efficient system of dramage is the only 
safeguard. Insect pests have also been known to 
be destructive to crops, but with the aid of science 
it ought not to be very difficult to check this evil v t 

Important as these physical causes are, the chief (ii) Economio 
cause of famines is an economic one Drought or 
excessive rainfall may be responsible for the m- 
sufficient production of crops m certam areas, but 
the main reason for the heavy mortahty and the 
mtense suffenng which accompany a failure of 
crops is to be found in the fact that the people 
have no reserve power The Fam i ne Co mmis - Crop famines 
sioners of 1880 ^ held that there was enough food famines’ 

^ Beport of Famine Commission, 1880, p 59 
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m the country to feed the entire population, even 
in the worst years, and the Famine Commis- 
sioners of 1898 concurnng in this view, remarked, 
“We think that the surplus produce of India, 
taken as a whole, still furnishes ample means of 
meetmg the demands of any part of the country 
likely to suffer from famine at any one time, 
supposmg such famine to be not greater m extent 
and duration than any hitherto experienced The 
calamities which devastate the country from time 
to time are not, therefore, crop famines, but money 
famines It is not the lack of food which the 
people suffer from, but the want of resources with 
which to buy food Speaking of the poverty of 
. the cultivator, the Famme Commissioners of 1901 
i said, “ In good years he has nothmg to hope for 
except a bare subsistence, m bad years, like last 
year, he falls back on pubhc charity ” But there 
IB a class of persons whose condition is much 
worse than that of cultivators, namely, the landless 
labourers. This class is, m fact, the first to succumb 
to the effects of a famine And it is not only these 
sections of the community but almost all sections that 
are affected, m a greater or less degree, by famines 
Whatever differences of opimon may exist about 
the improvement in recent years of the material 
condition of the people, that there is still a dense 
mass of poverty is admitted on all hands Now 
this general poverty can be traced to several causes 
I The great bulk of the people are dependent on 
I agriculture, and agriculture as a profession is not 

^ Report of Famine Qommission, 1898, p 368 
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80 remunerative as manufactures are Most of the 
old ^ handicrafts have died out, and only a few ^ 
modern industries liave as yet been established ( 

The population of the country has considerably 
increased, but it has not been accompanied by a 
proportionate increase in the wealth of the 
country Again, a costly system of adnumstration 
has necessitated the imposition of a heai^y burden of 
taxation, and the annual dram of wealth leaves 
the country poorer and poorer as one year succeeds 
another Lastly, litigation, the custom of early ! 
marnage, and those social habits which prompt i 
improvident expenditure m ceremonial functions, 
add largely to the misenes of the people 

Several measures can be suggested for combatmg ^Measures foi 
the poverty eviL Besides mtroduemg improve- 
ments m the method of agriculture and extending 
the cultivated area, every effort should be made 
to diversify the occupations of the people The 
Government and the people should join hands m 
establishing manufactures of various sorts, — ^large- 
scale mdustnes, as well as small handicrafts and 
cottage industries As Sur H S Cunnmgham said, 

“ The direct, deliberate and systematic promotion of 
industrial enterprise is not a less important duty, 
and its thorough recognition by the State would, 

I believe, be the most important administrative 
reform of which the Indian system is capable ” A 
reduction of public expenditure and of the amount 
of the annual dram is urgently needed so as to 
make a reduction of taxation possible Greater 
moderation m the assessment of the land revenue, 


comoaruig 

povert7 


I 

1 
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together with less ngidity m its collection in had 
years, and, if possible, a definite limitation of, the 
share of the State m the income derived from the 


land, will ensure to the cultivator the fruits of his 
labour and greatly improve his economic condition. 


Emigration, if properly orgamsed, will appreciably 
help to relieve the pressure of the population on 
the soiL The extension of co-operative credit will 
be very useful m checlnng indebtedness and pro- 
moting thrift among villagers. The establishment 
of Arbitration Courts will decrease ruinous litiga- 
tion And, lastly, it is to be hoped that the leaders 
of society will take active steps to root out evil 
customs, wherever prevalent. 


In some quarters there is a tendency to regard 
^the famine question as identical with the question 
of unemployment A fanune does, no doubt, throw 
woikers out of employment, but, unlike the unem- 
ployment which one finds m England and Germany, 
it affects millions of men, and the magmtude of the 
distress which ensues is unimaginable in modem 
Europe Hundreds of thousands of people succumb 
to starvation or to diseases, which he m the wake 
of fammes, and those who are left behind remam 
m a condition more miserable than before, — their 
resources crippled, health shattered, and capacity 
or work greatly impaired A famme also means 
much to the Government Loss of revenue and 
mcrease of expenditure combme to dislocate its 
be extremely unwise, therefore, 
{And * ^ ^ importance of this serious question 

, science and state efforts have succeeded m 
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ruftkiug famines an impossibility lu modem Europe, 
tboro IS no reason why tlioy should be alloi\ed to 
conlmue their ravages in In^a, 


G CO OPERATIVE CREDIT 

Credit is an absolute necessity in all agrioultuml Credit nn 
countries, and this la especially the case m India 
IvTsy and cheap credit, howeicr, has a great danger 1*“^*^*** 
It may load to reckless borrondng, nhich would' 
mean the nllnnato min of the borrower In order! 
to supply the agriculturist iiith easy and cheap credit,! 
at the same time clnnmating tlio danger of rccldess 
borroiving, philanthropists in Europe tried various, 
schemes about the middle of the last century Of 
these, the echomes of Eaifieison and Schul/o-Dehtzsch 
have pro\ed the most suCccs^sful Many years ago, 

Sir Williatn Weddorbum, Mr. Justice Eanade and 
othci statesmen advocated the establishment of 
credit institutions in India on the lines of these 


societies. In 1692, the subject attracted the 
attention of the Goicmment of India, and they 


appointed Mt (afterwards Sir) Fredenck Nicholson' Sir_F Nichoi 
to enquire and report on the matter His Eeport ’ 


was snbimttod m 1695 He said in the Eeport \ 


" The lesson of universal agricultural history is that ' 
an essential of agriculture is credit. Neither the 
condition of the country, nor the nature of the land 
tenures, nor the position of agriculture, affects the ^ 
one great fact, thot agncultunsts must borrow. ' 
This study assumes as axiomatic that the peasantry * 
of India ha^o, by the very conditions of their f 
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existence in tenure, to borrow and borrow freely 
annually, and continuously ^ 

The State or Central Banks, would of necessity 
be situated far away from the village, and thus 
would not possess the advantages which are 
possessed by Village Banks* They are; 

(i) Absolute proximity to the borrower 

(u) Their abihty to excite local confidence and 
consequently to draw m local capital 

(lu) Them exact knowledge of the clients and 
their mfluence over them as co-villagers 

(iv) Them abihty to work cheaply — almost 
gratuitously — and thus to provide cheap credit 

(v) Ketention of local capital and all profits 
thereon withm the village 

(vi) Them ability to act as agents and brokers 
for them members m the sale of produce and 
purchase of necessities 

(vii) Them capacity for actmg as village granaries 
(vui) Them abihty to act as intermediaries 

< between the State and the individual m agn- 
, cultural or mdustrial developments, or m tunes 
of seasonal stress 

(ix) Them power of influencing borrowers towards 
t e true use of credit and of watching the utilisation 

, of loans m accordance with contract 

(x) :aem abihty to prevent fraudulent default 

f steady educative influence m matters 

^ ’Of thrift, association, and self-help 

cooperative societies in Europe, see 
* Vtde Sir E Niohokon’s Eepoit 
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(xu) Their tendency to develop high forms of 
individual capacity, pubhc life, and national 
character 

When the Government of India became fully 
convmced of the benefits of such mstitutions, the | 
Co-operative Credit Societies Act was passed in [co-opemtiTe 
1904, with the hearty approval of all sections of Ss'aoSIm 
the community This Act divided the Societies 
mto (1) Central, Hrhan, and (3)„^uraL.^ The , 

Act of 1912, however, substituted for the distmction ' ' 
between Urban and Eural Societies the division oft\ 

Societies mto (i) those with Limited Liahdity and fLimited and 
(u) those with Unlimited Liability Under its iLmbrnty'^ 
provisions, unless the Local Government by generaL^®°“®*’®® 
or special order otherwise directs, | 

(i) The Lability of a society of which a member 
m a society is limited , and 

(u) The habihty of a society of which the object 
IS the creation of funds to be lent to its members, 
and of which the majonty of the members are 
agncultunsts, and of which no member is a 
registered society, is unlimited 

The conditions of registration are (i) that not! Kegietmtion. 
less than ten persons can form a society, (u) they^ 
must be above tbe age of 18 years, and (m) they' 
must either reside m the same town or village or 
group of villages, or must belong to the same^ 
tribe, class, caste, or occupation. 

The management of these Societies is democratic )Maiiiigement. 
It IS r^the ‘hands “of the'm’emberB theiiiBelves7'!vTio ? 
appomt from their own body a Committee to do the 
work for one year Tlie members of the Managing 



282 


INDIAN ECONOMICS 


Committee receive no remuneration for theix work. 
No member has usually more than one vote, 
but where the liabdity is limited, a member may 
have more than one vote, if prescribed by the 
bye-laws 

The accounts of every Society are audited by, 
or by order of, the Registrar, who at all times has 
access to all the hooks, accounts, papers, etc 

The mam privileges of these Societies are 

(a) They are bodies corporate, that is to say, 
they have perpetual succession, common seal, legal 
right to make contracts, etc. 

(b) A registered Sociely is entitled m prionty to 
other creditors to enforce any outstanding demand 
due to the Society from a member or a past member 
(subject to any prior claim of the Government m 
respect of Land Revenue) 

(c) The shares are not liable to attachment 

(d) On the death of a member, his share is 
transferred to his heir 

(e) The Societies may be exempted from the 

payment of mcome-tax, stamp duty, and registration 
fees 

As the members have pnvileges, they have 
liabilities These liabilities are limited or unlimited, 
accordmg to the class mto which a Society faUs 
A past member is liable for the debts of a Society 
for a period of two years, and the estate of a deceased 
member is hable for one year 

certain restrictions on lending and 

orrowmg Uo Society with unlimited liabihty 
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IS pcmutted to lend money on the security of 
movable property The Local Government may 
also impose other restrictions Borrowing must be 
made to such an extent and under such conditions 
as may be presciibed by the bye-laws 

The funds of the Societies may be invested m| investment 
tlie Government Savings Banks, m any of the'r^^’™^ 
mstitutions prescribed by the Indian Trusts Act,'^ 
in the shares or on the securities of any other 
registered Society, with any Bank or person approved 
by the Begistrar, or m any other way permitted by 
the bye-laws 

No part of the funds may be divided by way of [use of Profits. 
bonus or diuideud or otherwise among its members , 
proiuded that after one-fourth of the net profits 
m any year has been earned to a JReserve Fund, 
payment from the remainder of such profits and 
from profits of past years may be made among the 
members to such extent and under such conditions 
as may be presenbed by the bye-laws, provided 
also that in the case of a Society with unlimited 
habdity, no distnbution of profits may be made 
without the order of the Local Government Such 
Societies may, with the sanction of the Eegistrar, 
after one-fourth of the net profits has been earned 
to a Eeserve Eund, contribute an amount not ex- 
ceedmg 10 per cent of the remauung profits to 
charitable purposes 

In order to finance the Co-operative Credit s Financing of 
Societies, a few Central Banks have been started, ‘ °° ° 
but many more of such mstitutions are wanted i 
They brmg mdividual Societies mto touch with the * 



In respect of cconomio Itcnefit*?, Jt ht* 
calculnlod tlmt in intcrc t nlono tfie ftj^r.cultnnsfs, 
by talcing loans from the Co-opTatnc 
instead of from tlio Mllago monc) -leaders, arc c\f’n 
now mnng tbomeolvcs from the burden of at least 
20 lakhs of^nyiees per annum, and there is no 
reason wh} m a few yo-rs this figure should not 
multiply Itself several tunes o^cr. Besides, 

0 progress of Co-oporation and with credit 

’ Oarclle of India, dited Juru 27, IPM 



THE STATE AND ECONOMICS 285 

. democratiBed, money that had lam m hoards 
has been prodnced and placed m deposit, capital 
that would otherwise have been inaccessible 
has come into the hands of the agriculturist, and 
old debts have been paid and old mortgages 
have been redeemed Co-operation has placed 
witliin reach of the cultivators cheap manures 
and implements, it has tended to help the im- 
. provement in the breed of cattle, and it has 
provided the means by which useful information 
can bo disseminated 

The mtollectual and moral benefits have also been' 
immense The need for signmg promissory notes^ 
and of heepmg accounts has led to a demand for 
literacy. The cntenon for admission into these'" 
Societies being a man's character, they haie m- 
fluonced the conduct and behaviour of the members ^ 
They have promoted thnft The fact that the ^ 
members are responsible for the pa}'ment of each 
other’s debts, has acted as a powerful check on ex- 
penditure for improductivo purposes.^Self-restraint, 
p^ctuality, straightforwardness, self-respect, and 
disciphne have been encouraged In some places, 
litigation has markedly decreased In others, funds 
have been used to start schools, to provide scholar- 
ships, to supply drinking water, and to clean roads 
The managmg bodies have frequently been entrusted j 
with tlie arbitration of disputes and with other 
duties which belong to panchayets, and there is 1 
some reason to think that the contmuity of aim i 
and sohdanty of feelmg mherent m the movement j 
may lead to a revival of the corporate village life 


InteUeotual 
and moral 
beneilta 
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which has hceii so much weakened by the disinte* 
grating influence of modem times ^ 

A proposal has been made that DhcirTnagolas 
might be registered under the Co-operative Credit 
Societies Act Sir Daniel Hamilton suggests that 
the cultivators or the zommdars might provide the 
grain capital necessary to set the dharmagola agoing 
The gram would be lent out at a gram rate of 
mterest, the profit with the ongmal gram being 
dumped mto the gola for the benefit of the village 
“The Dharmagola,” says Sir Daniel, "might m time 
be developed mto a village gram store in which 
the villager could deposit his crop and draw 
advances thereon at a reasonable rate of mterest, 
instead of, as he now does, throwing his entire crop 
m a lump on the market or mto the bands of the 
fnendly Duma, and getting the low pnee which 
must result from the whole of the crop being 
dumped on the market at one time " 


7 STATE BANK 

The proposal for the establishment of a State or 
Central Bank m India has been the subject of 
considerable discussion m recent years Germany, 
France, Japan, Eussia, and many other civilised 
countnes have their State Banks, and the cstab- 


1 Sir Fred. Loly in his Note /or ihe Indu^rial Conference 1900 
said. “Afl the old English guDds hayo been succeeded by tho 
modem Fnendly SometiM, so from the vdkgo commune may 
ar^ a brotherhood ^hioh shall hannomso the modem sense of 
mdividnal right with tho need of mutual help " 
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lishment of a Central Bank is now under considera- 
tion for the United States Why then, it is asked, 
should India he Without a central banking institu- 
tion under the control of the Government? The 
following advantages, in the opinion of the advo- 
cates of the scheme, are likely to accrue from such 
an institution ^ 

I To the Government 

(i) The existing “ Independent Treasury System,” 
by which, whenever the Government balances are 
swollen, deliberately or not, large sums are taken 
off the Money Market, is done away with by the 
removal of the cause of this system, namely, the 
absence of a large pubhc or semi-pubhc institution 
with which large balances could be safely and pro- 
perly deposited, together with the difficulty of 
employing Civil Servants in a pohcy of discretionary 
loans out of the balances 

(n) The objections to holding large sums at loan 
for short peiiods m the London Money Market are 
avoided by the method of dealing with sterhng 
resources through this Bank 

(m) A Bank, responsible for the management of 
the note issue, has greater opportunities than are 
open to Government for pushing the circulation of 
notes and for populansing them by an increase in 
the facihties available for convertibihty 

(iv) The responsibihty of Government officials 
for a variety of financial and semi-financial busmess 
IS greatly reduced by handing over to a Bank all 

^ Vido Annexe to the Report of the Chamberlain Commission, 
p 79 
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questions of balances, note ibbuo, roniittanco, and 
loans on the London Market, 

(v) The Government has at its command the 
services of ofBcers of the highest position, trained 
m financial and banking business, instead of Civil 
Servants who, however full of adaptability and 

itelhgence, have been selected and trained mainly 
Dr other purposes 

(vi) A bufier is placed between the Secretary of 
State and vexatious cnticism on small details of 
inancial busmeas 

II To the business world 

(i) In addition to the partial release of Govcrn- 
nent balances through their deposit m a central 
nstitution, a considerable amount of funds is made 
ivailable by the reform of the note issue 

(u) The present wide fluctuations of the bank 
rate and its normal high level m the busy season 
may be somewhat moderated 

(m) The mcrease of branches, which the umon 
of Government and banlang busmess should pro- 
mote, would gradually brmg sound bankmg facihties 
to many parts of India, where they are now almost 
entirely wantmg, both directly and by supplying a 
basis, in rehance on which private and co-ope^atl^ e 
banking could be built up 

(iv) The introduction of re-discount facihties, 
while probably not of the first importance in the 
immediate future, might greatly aid the eventual 
development of Indian bankmg on the most desir- 
able hnes ^vhich European expenence has so far 
evolved. 
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III To the people 

It IS expected that the proposed State Bank 
will be of much benefit to the people, for it 
wiU help the development of Indian Jomt-Stock 
Banks and will finance the Co-operative Credit 
Societies 

The objectors, on the other hand, point out the^ Disadran- 
following dements of the proposal ^ \ 

(a) There is, first, the difilculty of choosmg a 
place for the head oflSce of the Bank. If one of 
the Presidency towns be selected, the others will 
not tolerate the Bank If Delhi be made the head- 
quarters, it will be out of touch with the Indian 
Snanoi&l world 

(b) In a vast country like India it is impossible 
to manage and control banking business from one 
centre The various provinces have different 
methods of credit and different ways of carrymg 
on their busmess 

(c) Par from Iightenmg the burdens of the 
Government, it wdl increase them In times of 
financial crisis, it will create great difficulties, for 
the Government would find itself saddled with 
responsibdity unaccompanied by control 

(d) It will create disputes between the Govern- 
ment of India and the Secretary of State 

(e) It would mean the rum of the Exchange 
Bani^, which have so far handled the busmess and 
the tiade of India well and economically 

1 These -were some of the ohjootions taken by Sir Shapnrji 
Broaoha, one of the members of the Chamberlain Commission. 

Vide Capital (Calcutta), March, 1914 

IB ^ 
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The opinions of erpcrls feeni to be almost 
equal!} dimded on the qi.C't.on of the de^iral litT 
or othervriss of a State Idanh ifr <T 1\I, X\C}’ti''£ 
and some other economists are in fa\ ''ur of iho pro- 
posal, trhile eminent financiers Itl a Sir Gut Fleet rood 
XFilson, Sir Fekx Schnster, end Lord Inchcapo are 
against it. Sir Guv considers the di'hailt’C" and 
dangers very great, and says, “ Yoa '.vould xucreas ' 
mction, and you -rould render the position rf the 
Finance Mmieter ne.arly untenable " S'r FcHs 
Schuster does not thmk that the State can delegate 
■ certain responsibilities and duties to any Bank. Lora 
' Inchcape is very strongly of opinion that " there is 
nothing to oe gained either from the point of 
‘ view of the Government or from that of the tnde 
of the country.” The attitnoe of tbc Govcmme.nl 
of India towards this quesPon, in the words of 
Sir James Meston, is that it is " for the time beoia 
outside practical pohpcs " The Chamlieriain Com- 
mission say in their Eeport, "XYe are not in a 
position to declare either for or a^ainsr the estab- 
lishment of a State or Central Bank, hat we regard 
the subject as one which deserves earh and careful 
consideratioii.” 


a HAXLVTATS 

TJntd the tame of Lord Daihonsie, the construc- 
tion of railways m India was neniected. After 
the Sepoy Alntiny the strafemc importance of raH- 
ways w^ f^y realised and railway construction 
proceeded at a very rapid pace. The following 
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table gives the length of railway lines open on the 
31st March, 1913, together with the capital outlay 
on them . 


Length of Total Capital 
Line Outlay 


All Gauges 

Miles 

£ 

State lines -vyorked by the State 

7,023 

84,372,200 

State lines v'orked by companies 

18,318 

194,276,600 

Companies’ imes guaranteed under 



modem contracts ... 

32 

201,267 

District Board’s Imes - - - 

155 

472,733 

Assisted oompames’ lines 

3,807 

17,485,633 

Dnossisted companies' Imes - 

69 

122,867 

Lmes owned by Native states and 



worked by compames 

2,056 

10,363,633 

Lmes owned by Native States and 



worked by State railway agency 

257 

1,042,867 

Dines owned and worked by Native 



States 

1,808 

4,295,200 

Ihnea m foreign temtory 

74 

1,307,867 

Total of all Railways, 1912 13 - 

33,599 

313,939,667 


Classes, 
'‘mileage, and 
capitaL 


Though the primary objects of the conBtruction| 
of railways were strategic and adnmiistrative, theiTi strate^o’an 
economic effect has been immense Cheap, eas}^,| 
and quick communication enables the surplus popu-f Economic 
lation of congested areas to move to the morel °q2i\ation 
thinly populated parts of the countiy where labour^ pop“ia«on. 
alone is needed to make the soil yield bountifulf 
harvests There the people can turn their labourt 
to better account and command higher rates 
remuneration The railways have helped to equalise! prices, ^ 
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to a large tn tlit fhn‘("'i3it o? 

country Undoi tliwr inllueiicf’ U'f ’’•hole of liidi, 
j 5 fast tending to b'^cotno one luarl-tt be t’K rriore 
important articles The \'\]m of r.nivnje mart 
realised in penodp of faniuie 1 amme^ aro ran'1> 
umvcrnal throughout India. Oimralty, tle-y affect 
particular tracts, and it oft^n happeno v.hcn one 
aiea ia Buffering, tmoMier hari an ahundint hancit 
How tho miluays haic mmlo it po ahh' for the 
deficiency of the former to lui made g'H>l out of the 
surplus of tho latter They tlius g^^ath h'dp m 
mitigating tho aun'enugs of the eiaivir.g nopuKtion 
Besides, the rail wars luuc giitn a great impetus to 
the ccoQoraie and other acluities of the yiooplc 
fTho mflueuco of raihinya on tho moral end poaht 
life of the people has also Ihicu con^tdorahle- Tmjr 
political effect is seen m tins that tho> ha\c made 
possible an efficient system of ccntrah'ed admmm 
tmtvoii 

j On the other hand, by facilitating export they 
•baac caused pneos to n'=c , and ba promoting tho 
jimportation of foreign goods tbc} ha\o bostt-ned 
ftho decay of indigenous industnes Bccidos, the 
fobstiuction caused to natural drainago bv bigb- 
( level railroads and tbo form vtion of water-pools on 
1 both sides of tho lines, baio most projudiciallv 
; affected tho health of the people 
' Some of tho railways v ere conslructetl b} the 
State, but most of them were built pnvate 
companies under the State guarantee of an 
interest of 0 per cent, per anniun In certain 
cases, the Compames recciaed assistanoe from tho 
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State in the shape of free use of land and other 
concessions 

Until the year 1896, the railways had to bejEaiiway 
worked at a loss, and the total deficit amounted 
to 61 84 crores But after that year they began 
to he more profitable, and m 1912-13 the net ^ 
earnmgs of all Indian railways produced a return of j 
6 48 per cent on the total capital outlay on open hnes ^ 

As railways now connect the different parts of Suggestion of 
the country with one another, Indian pohticians j^^^chon 
are of opmion that no more hnes should be con- }>niybypnvftte 
structed either by the State vnth borrowed funds 
or undei the guarantee system As the capital is 
mostly raised m Europe, India has to part with a large 
sum of money every year in the shape o/ the 
interest and profit of such undertakmgs It is, 
therefore, urged that the future construction of 
railways be left to private, and, if possible, local 
enterprise, and that State funds be apphed m 
a larger measure than has hitherto been the case, 
to irrigation 

A few words may be said here about the advan- State vj 
tages and disadvantages of the State ownership of ownerebip of 
railways The pomts m favour of such ownership raUways 

are 

(i) Profits accruing from railways help to swell 
the State income, 

(u) On State-owned railways the convenience 
and the safety of passengers are first consideration , 

and (m) Bates are fijxed on a fair basis, and may, 
whenever necessary, be so adjusted as to help the 
economic development of the country 



20 1 ] KOI A K 1:00'' J ( ^ 

Ihc objection" ifti 

(1) 'Jhc fenr of i.nfnonomjr-tl iniui'J’ <» 'j- 
lo the 'Mtnt of inbTc.t on iho {>irt o; fh'‘ t y 
oificmh and 

(n) Ti)o app’^jben'^ion that i;,?'' > (> u < .lb 
imlnHl-ry inn) bo inijiubcml l*- nid ' t»y it ‘ if 
Conipbuila aro oft-'n boitnl tOntl tbo 
mont of Indian raiK'.a'.", It jv t lid that tb>< \ »!•*;. 
of ra.hvay ofTitmls n oxelunu' llni "’lii ’r rd 
IS not jiaul to t'lo ( un.ona'n'-c nf p'>-f>^n''' 
that Indian^* arc cxolmlod frrcn t’lo lic'h* ^ ’'ra'i b,-* 
of raihvjiy ®''r\icc lU.t a inott f <’ tpSau^t 

IS that in framing th< ir g<ioi<i I irifT. tb'' r.-vb,*f') 
riutbontu's 2'iolG difTcif’ntial ro r-a to ci^f' 

an ad\ant.ago to impttrtod arltrb ~ over indi ^ * o i 
goods For instance, gbucs nnd nnPdi fe 

placed at a disad%anlago by the offer tif rfre vlly 
fa\o«rnblc rales to imported glo aware and tii'-dcb'"’. 
It ina} be argued that the carrmot! of rm'U ipm- 
titles over short distances is ofUm r*nlh no’-c 
oxpciisno to the Compinica than that of larg» 
quantities over longer distances AMiato.c* truth 
there may bo m tins nigiimcnt, it is en'f''n{ ilpt 
the existing freight system is hnrdij conduce e to 
the growth of indigenous industries nul the ex- 
pansion of intenial trade Then, again, it ic said 
that, there being \erj' few coinpeUtue hnca, the 
railway authorities often push the principle of 
, ‘ charging what the traffic wall bear ’ loo far Sir 
Fredonck Lely said a few sears ago, “Tne 'Imfiie 
Manager wields an irresponsible power oier tlio 
country commanded by his railwa}-B, which should 
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not be entrusted to any man, and, least of all, 
to one ■who, rightly from his own point of view,, 
regards notlung but his masters’ dividend ” The] 
mam consideration with the railway compames is| 
naturally to make the largest profit possible out 
of the working of their hues But as most of the 
railways belong to the State, the public have a 
right to expect that the economic interests of the 
country should not be wholly neglected ^ 

9 IREIGATION 

We have already seen that m many parts of Necessity of 
India the normal annual rainfall is very defective, 
and m some others, although the total quantity of 
ramfall is large, it is badly distributed with reference 
to the seasons or the requirements of the crops 
In all tliese parts, irrigation is necessary for the 
growth of crops | 

Irrigation has been practised in India from very| imgation 
early times ® The remams of the canals constructcc^ rmotr^e^™ 
^ Sir V Tliackcrsey gave expression to the popular feeling in' 
the matter when he moved a Resolution on the 8ub]eot m the 
Imperial Legislative Council m 1912 In last March, Sir I 
Bahimatiilla moved a Resolution uipng the Government to take 
over the management of State Railiraya from the hands of the 
Companies 

* Lt -Col Tyrrell, m hiB work on Public Worli Reform in India, 

Bays, “It IS, I behevo, too common an idea in England, that 
the natives of India are mthout an engmeenng history, that 
there are no -works extant of their engmeenng skill, and that they 
oire to us all that they possess m that department such is not 
the case. India Aus an engmeermg history, not irntten m 
splendid palaces and lofty stmotures, yet still marked by -works 
-whoso usefulness may -vie -with -works of any other nation — ^works 
on -which her life depends ” 
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by Hindu monatcbs as well as by iMahomedan 
rulers are still to bo found in many parts of the 
country But the chief works executed by Hindu 
kings were tanks of which there are thousands, — 
many silted up, many m ruins, many dry by 
destruction of the supply channels The whole of 
southern India is still covered by a network of old 
tanks, and millions of acres are still irrigated by 
them. These tanlca vary in size from a few acres 
to ten square miles of water surface In some places 
there is the chain system, whore the surplus of one 
tank flows into the one below In Upper Burma also, 
there is a large number of tanks Well-imgation 
has always been very important in Northern India 
During the early years of Bntish rule, the 
subject of imgation was much neglected, and to 
this neglect was due ' tho destruction of many noble 
works The repair of old storage works and the 
construction of canals were strongly urged by Sir 
Arthur Cotton, but it was not until the middle 
of the last century that the matter engaged the 
serious attention of the Government 
: The simplest method of supplying water to fields 

j IS that of leadmg water from nvers and streams 
i by means of inundation canals = They are formed 


^ Lt -CoL TyrreU says, " In tho Nagpur and Hyderabad 
country of the Deccan, tho rums of extremely largo tanks oust, 
now in the midst of jungles, formerly tho mtoa of a nch cultivation 
and a busy population ” 

• Yidt Buckley, Irrigaiion WorU of Indxa, from which much 
of the information here recorded has been gathered. 

I the Qujranwala district there are traces of many old 

^ canals which have fallen mto disuse many years ago ” (Buckley) 
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by malang shallow cuts through the nver hank, 
into which the water flows when the level of the 
nver is raised by the floods These are mainly to 
he found in the basin of the Indus and its tributaries 
It IS, at best, a precanous system of irngation. 

The most impoitant system is that of peienniallpcrenmai 
canals Many of the weirs in Madras were con-i*®®®^ 
structed by the Hindu monarch, Krishna Kaya, Wmams of 
early m the sixteenth centuiy The earliest in > ^ ^orks. 
Upper India were the Jumna Canals The one on i 
the west bank is attnbuted to Kiroz Shah m the ! 
fourteenth century , it fell into disrepair and was { 
restored by Akbar and Shah Jehan The eastern | 

Jumna Canal was origmally commenced by Shahf 
Jehan, and restored and improved by the British f 
Government The earhest original irngation works: New works 
undertaken under the Bntish admmistration werej 
in the deltas of Madras, of which the Cauvery^ Oanvery Delta 
system is the most ancient It is the largest delta^ eTstem 
system and is the most profitable of all the workst 
in India. There are seven similar delta systems in| 

Madras, and one in the delta of the Mahanady^ 
m Onssa The Ban Doab Canal was the first ofjBanDoab 
the modem works m the Punjab, commenced 
1860 This system consists of 369 miles of main^} \ : 
and branch canals and nearly 1200 miles of dis-^ 
tnhutanes The Sirhmd Canal, which emanates [ sirhind CanaL 
from the Sutlej, was commenced m 1869, and first ^ 
brought mto operation m 1882 The Chenab Canal f Ohenab Canai 
IS the largest of the Indian systems, consistmg of^ 

400 miles of mam canals and 1200 miles of dis-> 
tnbutanes The Jhelum Canal, which commands a j Jbeiom Canai 
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imllion and a Inlf acres, war 
Tho Upiit” Cheniil; Catm! and iin- [ - !i,r. ii 

Canal wc'^c op-nitd in 'h«‘' 'irljdc ^ f’Jnl 

Projopi, wliirli I't ti')\>' n{.p'*-'''hiti'* canspleM'ri', a :U 
^^hon completed, l>r> j*^nr>lt''5 a.*' one of tl' 
bnlliant feat*? of mini r ncnnrc-in;:: in £n Iia. I i df ; 
tlim tchonio, tlm etcf* a \.t.tere of Jr nii"! m are 
taken oft and earned to ilif t In - d< rnl ilj ' ''V'l 
into tlmt nv'cr, and njrt rern ua of?ej- <rrft 1 
(o tlio Hair and poured oiicr Jim 1/jre’- jkr I'lor'-b 
dhis syttem will irnqat” rn irk, iw-e n>,H) m n 

Tn the United rronuP'W, the eoP; {,?<. 

T^)wcr Ganglia Canals nn' the two pnnnp'd peren- 
nial fijsfema, roinuatinp rr-e^j^'-’tr-ely ul 4 to ruV^ 
of main and hnnoh canal-i nt.M ‘2i00 v n* * of <!>*=■- 
tnbutanea, and r»58 miles of ramh and ‘.’5'0 nuh’-* 
of distributanea 

In Bchar, the Sone 5}stem con^iets of milee 
of main and branch canah, and Iffk? iede3 of di* 
tnbulanes. The Onssa Canals arc rd'JO imj-o-tant 
In Jlcugnl, tho onlj irrigation oistom i« Afni- 
lapiir Canal 

Tho doraaiid for storaqo avorks is the rrtalo' t m 
Bombay and Madras, nhcro most of the ua-'-r have 
short courses, and the mui, which frequent Ij fa’li 
in lieav}' but bnof storms, passes av\ av rep'dlv . llio 
reson oirs and tanks m the Ikmibay IVc, idenev arc 
constructed in hilly ground The most mipr rCmt 
of these are Lake Fife and LMe 'Whitnis: nnr 
Poona In Bomba} . tho irngation worl b Jm-c Hvu 
unremnnemtivo , but there is no prov.nct* of India 
more liable to famine, and the exLensioii of prottc- 
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live tmgation is urgently needed there The Penyar 
system in the Madura district of Madras is the 
most interesting reservoir scheme m India 

There are only three canal systems m India [Navigation 
winch have been constructed for the sole purpose of 
navigation Tliese are the Circular and Eastern 
Canals in Bengal, the Onssa Coast Canal (including 
the tidal canal), and the Buckmgham Canal in 
Madraq/' , Just at the present moment the Govern- 
ment have^#in hand the project of convertmg 
Tolly’s NulJ^h mto a canal This, when accom-i. 
plished, wdl gl-gctly facihtale communication be-| 
tween Calcutta and East Bengal I 

For official purposes, the irrigation works arer Major and 
pnmanly divided mto two mam classes — Major! 

Works and Jlmor Works Each of these main^ 
heads is agam subdivided mto two subsidiary ones 
— (i) Productive, and (u) Protective Those which ProdnoUve 
are financially remunerative fall under the first -works, 
sub-head, while those works are called protective, 
the revenue derived from which does not cover the 
mterest on the capital expended These latter are 
works which it is considered desirable to construct 
m order to help m producmg food-grams as a pro-*^ 
tection against famine, and they are financed out 
of the Famine Belief and Insurance Grant of a 
crore and a half set apart every year^ The pro^ 
ductive works are generally constructed with 

1 Ab Mr Buckley says, “ The financial test is not the only — 
or, indeed, tho ruling — one whicli should be appbed in order to 
dotormino whether a particular irrigation work should bo con- 
structed or not ” 
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Clicnal) Canal, the tract winch it coimnands was 
almost entiiely waste, with au extremely small 
population Two milhon acres of wilderness have 
now been turned into sheets of luxuriant crops, and 
a new population of a million people have found 
homes m this area The Jhelum Canal Colony 
occupies some 900 square miles of State land 
Colonisation began here m 1902, and the present ' 
population IS nearly 200,000. The other Colonies^ 
are the Chumien on the Bari Doab, and the old*' 
colonies of Sohag-para and Sidhuai Colonisation)^ 
will also soon commence in the Punjab Triple Canal^ 
area Sir G P Wilson, refernng to these Colome8,§; 
said that they were calculated to he “ the richest I 
granaries of Asia, and afford scope for the rise of | ' 
large and important mdustnes among the sturdy | , 
and practical races of India ” / ’ 

Irrigation yields a net revenue of about If crores firrigatson 
every year. The revenue is derived from the supply 
of water for the crops, besides certain subsidiary g 


receipts, such as tolls for navigation, rents of fisheries, j 
etc The income from navigation is considerable! 
in Bengal and Madras, hut is insignificant in the I 


other provinces The amount of revenue charged|i; 
foi iriigation does not depend on the volume oA' 
water supplied, but on the nature of the crop and[^ 


the area iingated In the provinces of Upper 5 
India, and in parts of Bombay, the irngation*’ 
revenue is not assessed with the land revenue, but ? 
is distinct from it It is assessed by irrigation ^ 
officials, and consists of (i) occupier’s rate, (u)|, 
owner’s late, and (m) enhancement of land revenue^ 
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been utilised for the benefit of man. In orde 
to prevent the water of nvers and streams froi 
flowmg uselessly mto the sea, many more canal 
and storage works will be needed. Agriculturist 
too, should be encouraged with loans and grant 
to construct wells and reservoirs It is also to b 
hoped that greater attention will be given to thi 
improvement of mteinal navigation.^ 

10 THE STATE AND INDHSTKY 

Under the rule of the East India Company, th( 
mdigenous mdustiies of the country fared ver) 
badly Smce the assumption of the admmistra 
tion by the Crown, the Government has alwayt 
mamtained a pohcy of non-mterfeience or lomczlLausufaire 
favre m matters of mdustry and trade Its 
nection with them is, m fact, of an mdirect land 
The growth of mdustry is made possible only because 
of the security which the country enjoys under the 
Government But active steps are rarely, if ever, 
taken by the State to promote mdustnal develop- 
ment It must be admitted, however, that just at _ 
the present moment the Government is evmcing inrecontyeare 
some mterest in these matters, and the movement in 
for promotmg home mdustries often receives promises 
of suppoit at its hands. Circulars have been issued t 

^ Lieut -Goneral Sir Arthur Cotton said many years ago, “ If 
1000 cubic yards of ■water can be made use of at a cost of 6d , 
and if its value, so appbed, is 10s , there is no gold romo in the 
world that can be compared to an irrigation work ” {Lecture on 
Irrigation Worla tn India, p 1) 
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D the effect that stores required by the Govern- 
lent should, as far as practicable, he purchased in 
ndia, and a preference should he given to Indian 
ver foreign manufactures, provided that the 
uahty IS sufficiently good, and the price not 
infavourable , but, unfortunately, these orders are 
Lot always put into practice From time to time 
nonographs are issued deal i ng with the position of 
iome leadmg mdustry The Department of Com- 
nercial InteUigence also publishes much valuable 
nformation, and thus helps to diffuse knowledge re- 
garding existmg manufactures and future possibilities 
Che local governments often mstitute special enquiries 
bo ascertam the prevailing mdustnal conditions 
Industrial conferences and exhibitions are some- 
times held under the auspices of the Government 
Endeavours have been made duiing the last few 
years in most of the provmces to improve the 
domestic cotton industry by mtroducing better 
types of handlooms and supenor methods of weav- 
ing In Madras, successful experiments have been 
made in the process of chrome-tannmg The 
Government have also given some encouragement 
to techmcal and commercial education by offenng 
scholarships to deserving young men, and by helping 
some of the private mdustiml associations 

These measures sum up the activity of the State 
in the matter of the encouragement of mdustiy 
But, taken together, they do not amount to much 
The President of the Indian Industnal Conference 
of 1910 lamentmg the apathy of the Government, 
said, » A benevolent mactmty is not the attitude 
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tve have a right to expect from Grovemment, and 
indefinite promises of assistance are not of any 
practical value Nothmg short of defimte and fully 
authorised assurances of support confirmed, if neces- 
sary, by legislative enactment should satisfy us ” 

In this respect the Indian Government compares 
very unfavourably v?ith the other cnulised Govern- 
ments In Germany, the Umted States, Japan, 
Canada, and Austraha, the State does everything 
m its power to promote national industry The 
economic development of J apan has been systemati- 
cally fostered by the State, which has spent money 
lavishly m encouraging mdustrial enterprise Be- 
sides subsidismg strugghng mdustnes, the Govern- 
ment set up model factories and pioneered many 
mdustnes which have now become the source of 
immense wealth to the country In Hungary, where 
the conditions are m many respects similar to 
those of India, the State renders immense help to 
mdustry In addition to the mamtenance of a 
protective tariff and the indirect support given 
to indigenous products by the guarantee that all 
requirements of the authorities shah be supphed 
by home mdustry, the State has made vanous legis- 
lative provisions for the encouragement of mdustry 
The mam provisions of Act 3 of 1907 relate to 
(1) exemption from taxation and dues and from road 
rates , (2) reduced rates for railway transport and ^ 
concessions m respect of customs and excise duties, 
and of expropriation , (3) the dehvery of mdustnal 1 
salt at a price below that usually chaiged , (4) the i 
encouragement of the buildmg of workmen’s? 

LE u 


Steps taken by 
other civilised 
governments 
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dwellings, (6) the development of industry by a 
guarantee that aU public contracts shall be placed 
with Hungarian firms , and (6) encouragement of 
industry hy direct grants of money (subsidies) ^ As 
IS quite natural to expect, these measures have 
resulted m a great expansion of production and trade 
If the narrow conception of the functions of the 
State be discarded, and an all-round development 
of the community be taken as the object of the 
State, the latssez favre policy of the Indian Govern- 
ment cannot be defended Eegarded from this 
standpoint, the Government has surely failed in its 
duty But whatever may have been its short- 
commgs m the past, it is perhaps not too much to 
expect that the Government will m future recog- 
nise its responsibilities and turn its earnest attention 
to this matter ® One important aspect of the 

* Vide Alexandre do Hottan’s article in the EconomK Joumcd, 
March, 1911, p 37 

•The loaders of Indian opinion m every Province ore now 
maistmg on an active encouragement being given to industrial 
development hy the Government The Industrial Conference of 
1914: urged that “ the State should aid the startmg and pioneering 
of now industries ” The following resolutions, proposed by the 
inon-offioial members of the Madras Legislative Council, are 
(also mterestmg m this connection 

\ 1 This Council recommends that in the incipient stage of the 
jndnslries of the Presidency, the actual development of our 
industries, in the case of those which have to be worked on 
European methods to enable them successfully to compete with 
foreign articles, should not be left entirely to private enterprise, 
but that the Govommont should embark on mdustnal nnder- 
takmgs of all kmds on a oommeroial scale to servo as object 
'essons and moentivea to private enterprise 
2 This Council recommends that a beginnmg may he made 
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question was pointed out by a high official of the 
Goveniment a few years ago He wrote, “With 
the spread of education, to which a stimulus is now 
being applied, and the desire which exists of im- 
proving the condition of the people, corresponding 
assistance seems called for in the sphere of economic 
development Unless this is given, a condition of 
affairs will be created wherein the better educated 
will not have suitable material to which to devote 
their mmds, and there will result the anomalous 
spectacle of a highly educated people in an un- 
developed country”^ 


11 PEOTJECnON OE FEEE TEAPE? 

The abstract question whether Tree Trade or 
Protection should be adopted by a State m its com- 
mercial pohcy would form more fittmgly the subject 
of discussion m a treatise on General Economics 

by starting on a commoroial scale, employing Enropoan experts 
if necessary, industries connected ivitb oil seeds, namely, crushmg 
seeds, refimng oils and manufacture of soap, stearme, glycenne, 
candles, tallow, lard and other products 

3 This Council recommends that His Excellency the Governor 
m Conned may be pleased to direct that the bureau of mdustnal 
information which has been sanctioned in connection with the 
Department of Industries be ordered to be organised at once 
on the Imes of the Boards of Trade m other countries, to obtam 
samples of finished articles manufactured from all kmds of raw 
materials exported from India and to issue bulletins explainmg 
the process of their manufacture and the markets for such 
manufactures 

^Eeport on the Progress of Agnonltnre of the Agnoultural 
Adviser to the Government of India (1911-12), pp 6 and 6 
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bhan in a work on Indian Economics Bnt the 
arguments of the two schools may be briefly , 
Bummansed here so that they may be helpful to the 
solution of onr concrete problem The advocates of 
Free Trade pomt ont the following advantages of 
the system (1) International trade is like internal 
trade ; the freer it is, the greater are the advantages 
to both parties , by allowmg trade to be absolutely 
unfettered, every one is able to buy m the cheapest 
and to sell in the dearest market, and the gams of 
all are at a maximum, (2) every nation is in a 
position to develop its natural advantages to the 
utmost, and then the world’s total wealth is 
enhanced, because of the distnbution of productive 
energies in the most economical fashion, and (3) Free 
Trade means goodwill among nations and among 
sections of a commumty To these arguments the 
opponents of the system would reply that the 
analogy between mtemal trade and mternational 
trade is not quite correct, that when an industry 
m one country is threatened with destruction by a 
similar one m another, it is no solace to the first 
that the world's wealth is bemg augmented at the 
coat of its own , and that, far from promotmg good- 
will, Free Trade may produce the result of placmg 
one country m economic subjection to another. 

The reasons that have been usually advanced in 
favour of Protection are the foUowmg (1) It m 
necessary to restnct imports in order to secure a 
surplus of exports so that there may be a balance 
of toade favourable to the country , (2) protection 
^ IB beneficial to agriculture as well as to industry 
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because the resulting increase of wealth and popula. 
lion IS likely to afford a larger market for the fooc 
and raw material of the neighbourhood , (3) protec- 
tion has a tendency to increase wages and to raise the 
standard of imng of tlie labourer , (4) it furthers an 
all-round economic development and secures national 
industrial independence ; and (5) under the fostermg 
care of the State, infant industries are protected 
against unfair competition during the period of theiTj 
growth, and tliiis saved from extinction Tlie usual! 
objections to Protection are (1) In prmciple, it is> Defects, 
destructive of all foreign trade and the moral and! 
intellectual benefits resultmg therefrom , (2) it pre-| 
vents a country from producing as much m thej 
aggregate as it might produce m the absence of pro-l 
tection, (3) it does not really protect, because itj 
destroys as many mdustnes as it artificially fosters 
(4) it div'erts capital from its natural channels , (6)1 
it tends to demoralise the industrial classes and} 
to render industry unproductive , (6) it benefits the | 
producer at the expense of the consumer, and is 5 
thus a robbery of the many for the benefit off 
the few , (7) it involves mterference of the State | 
with trade and industry, and it often produces! 
political corruption , and (8) it causes national^ 
animosities i 

Without entering upon a detailed cnticism of the 
arguments and reasonings of the two nval parties, 
lb may be remarked here that in their enthusiasm 
for their respective favourite doctrmes, the advocates 
of each go a little too far m their particular direc- 
tion. Although some of the positions occupied by 
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ibo exlreimsLs on each aide jb untcnttblo, there ib ftii 
clement of truth m each of tlie two opposed doc- 
trines CosmopohUiniBm is an excellent ideal, but 
a far-off one So long as the different nations exist, 
each one of them should ho alloi\ed to develop Usolf 
in the best way it can rrco Trade means nvaltj 
among the indusLnes of different countries, and 
when Bucli industncs arc on a footing of crjualily. 
It helps to make each of them stronger , hut vdien 
the struggle is between a strong industry and a 
weak one, the weak is sure to he pushed out of the 
field unless it is backed up hj the Stata E\en 
such an ardent supporter of Free Trade as Mr 
J S Mill admitted that in the " infancy stage of an 
industry protection is useful.” The conclusion, 
then, 18 that Free Trade should be the general 
policy of States ; but, under certain conditions, 
Protection is not only defensible but is absolutely 
necessary 

So much as regards the abstract side of the 
question Now let us consider the matter from the 
Indian standpoint At tho present moment India 
13 , m the mam, an agncultural country “A nation,” 
says List, " which only carries on agnculturo is like 
an indiiadual who m his matenal production lacks 
one ann”^ Prodnemg only raw matenals, she 


» List, Nationcd Sytttm of Polttxcal Economy List oleiirly pomta 
out tho defeots of an oxoIusito pnmutof agnculturoin theso ■R-onk 
“In a country devoted to more tun- agriculture, dullness of 
mind, awkwardness of body, obstinate ndhereneo to old notions 
customs, methods, and processes, want of oulturo, of prospenty! 
and of liberty pravaiL The sp.nt of striving for a ^eadv 
increase in mental and bodily acquirements, of emulation, and 
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imports manufactured goods, and is, in the words 
of the great economist, " hke an mdividual with one 
arm, which is supported by a foreign arm”^ The 
development of manufactuies is thus absolutely 
essential to the well-bemg of India 

But the Indian mduatnes which have heen|NMoentiiidt 
recently started, and those which are to be startedl^^o^^Jf 
m future, will have no chance of success if they haves «« agamat 
to withstand the competition of the well-developed! comp^tion. 
and strong foieign mdustnes The greatest diffii| 
culty which an mfant mdustry in India is likely to ' 
face was thus descnbed by the President of the 
Indian Industrial Conference of 1910 “I am sure,” 
he said, “that any mdustry started in this country, 
calculated to decrease foreign imports, will lead to 
foreign manufacturers putting down goods at our 
doors at a pnce considerably below that at which 
they can be produced m this country, and we shall 
not be able to find a market unless we have pro- 
tection m some form Such industries as we may 
develop m our country will not, for years to come, 
seek a foreign market, and our home market, under 
present conditions, might be practically closed to 
us by foreign manufacturers who, with unlimited 
resources at their command, might possibly consider 
it policy to dump their goods m the country at a 
price below our manufacturmg cost, with the object 
of killing local competition and then agam raismgj 
the prices to a profitable figure ’’ j 

of liberty, charactense, on the contrary, a state devoted to 
manufaotnre and commerce ” 

1 lost, Naltcmal St/stem of Political Economy 


.JJ 2 IKJJlAX nOOX(i>nC,^ 

All Hi*' inrltjtlruny.juU'ft’ie*' 5 « n* 

i,ff.rW nfforfle'! pmu-cl.^vn tK' tr 

[luring Uic jv'nod of t)i<Hr Hirin'- y TK’ pr-iy-- ri* n 
pohc\ of Crom-svell mn CoUKfi, UnJ ri'*- fonsoh’-'n 
of ifio uiduRtnrtl pr< at.j-”'’! of ai tl 

Ti;o|>ccl 5 \dy. Kvcn nt tJc nt ^h}, iU“:um.}^ 
tho United Iht. Km’ h U'.I'rirr, f«ij - im/- 

in fict almo'it nil riMti’-rd co.intr.''" —n Ui*' 

pohc) of IVotoctKiJi KngUi: n !? t A^<n^ in 
IhiB matter , but her 1 rco Tnide co' 

with the economic dcjcinm — fofimsi-l > *■» n by i’ 
ProteciioniBts — that nw mvbmh? »ho tld V’>i I"* 
taxed Tlio Ciimluioi!' o* Kiigland. Uo’. or. nro 
quite dilforcnt from iho^eof Iiuha, wid a protn-Uv-'* 
lonff m Indn ^’^ lilely rml on'., to ?!.«'' .»l i 'X 
industries, but to produce rt.orni' urg i*tS nfs;]>“d 
for education, panitatton, and Facial nforra, 

Indian o}Mmon is, ns Prob'^ar 
puts it, "ONonvhohningly pml»ction.*»t " • At <,ari) 
as in 1870, Mr (aftomards .lu>*‘u>-') K T Teh--’, 
made a i>o\vcrful appeal for the priyt^'cthn o' ftidmn 
industries. Tho Into Mr Justice Ihnv.o alv.ay? 
used m his speeches and writings fo dwell on the 
necessity of the adoption of a j'ohcy of pri**'''t''on 
towards tho nascent induGtno>5 All the prominent 

* At a recent mwlmg of ihs Japan Fo- i-ly In Jt' 

Aoki raid that protection hod pinvrd & ar-y *„p^,n-nrt pnrrin 
tho phenomenal Induatnal de^ctopmeat of Japi.n He (s-* Jed 
that tho country had no Ktnl n or t'c<>* them -pn-m 

no trade nnloia, amgea had rb-m cao't than p-Ieea 
labonror’s position had been grtaMy mp*orod. ' ** 

® H. B. Loop Smith, Jndta end fA< Tar^ Pre Vm. 
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Indian statesmen of the present day hold Pro- 
tectionist views, and their views are shared by many 
Enghshmen conversant with the economic conditions 
of India Lord Mmto said a few years ago that 
the future of India depended very largely upon 
what could be done for the development of Indian 
industries. Erom a manufacturmg point of view 
India was a young country Canada was also a 
young country, and it could not have become the 
great country it was now without ,a high tariff waU 
agamst the products of the United States The 
Canadians bad created their manufactures, and had' 
become strong by the artificial aid given to their 
own mdustries Of course, India was not m thei 
same position as Canada , it did not touch up with 
the territory of any great manufacturing Power j 
But it did touch up against competition, and if they 
wanted to create great mdustnes m India, he did 
not see how they could do so without something 
like Tariff Eeform.^ \ j 

Though Indian statesmen advocate a system 1 Indian 
of Protection, they are not blmd Protectionists 
They are fully ahve to the fact that Protection williproteotionuts 
lay a burden on the consuming pubhc, and thus 
entail on them great sacnfices They consider it 
expedient to make those sacnfices, because they 
think that the loss is sure to be more than counter- 
balanced by the gam resulting from an increase of 
productive power They do not, however, desire that 
the policy of protection should be extended to each 

iLord Minto's Bpeeoh at the Central Asian Society, May 17, 

1911, reported m the T%mu 
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ftnd every Thfv 

t<!ctio,i only f«'r tho-*^ uuUsntno t/’AV 

a tc^'^OIlaVll’ rliamy’' of Hs^ ojUrnat' 

of tlio po j^ill('«l Infli-in Pto^'v'r'onj**" t» >r^-' 

Trade Ih^y liofh’ lljftt n tUu’- wtJl » ''t<r -.vl*?. 

protection^ havjiig a^-rve I it p-jr]*.V'>, * di no iorsy-: 

bo needed.^ 


15 INllTA AKj> IMPflUAl. I'i FFtJinVt^K 

Wo now come to an fnji^frtan*. pr.c*!-* 1 
allied to, and yet difTerent from, th' v« l.'-ve 
jiiat treated. In dic'-nr ,tf^i <7 ftboci Imp r* d p’"' r- 
ence, Tiulm 1“ gcin'mllv loft ont of tt f^jnnt , C'd tlit- > 
who allude to Intlta look njKiti the in' iKr ivj’. ff»‘^ 
Iho Indian Imt the Ifni'hdi ttomij iiL Fw K» j»j 
Lotlibndge sa}?. "In rnj n'^a .nn . ’m r." for 
Iho Commcrcml Federation of tltc J’.-is, .-h K-nyvn 
India must occupy the Uiiof pi' after t r 

Country At tins inomont. nimnc; tbo <'on'»*l'nnt 
States of the Empire, rhe ni at once the laryt 
producer of food and nro niaie>-j(il, and » of 
largest conBiimcrs of manufueinrcMl pro-krtf. And 
polentmll), AMthlicr 300,000,000 of thnffy. induAtn- 
ous, and progresano \\0Tkcn and coiifearntr', fh.> j« a 
commercial unit of greater imp irt^anco in iiie world, 
whether for OTports or for imjiorla, than almost e.nv 
other "2 

‘ Even List ndmtttcd that whtn amnn lixvt n;f in^tl m I'-t’r 
full powere, Protection is opt lo cbMk p-,3-rr,« Irit Ic 
decadoneo 

» r«J« Sir Roper lyithl.ridgo, /nP a ord Irwr.nl 
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Sir Eoper places a very high ideal before thef 
eyes of Indian statesmen He holds out the hope! 
that the future commercial treaty bet'ween In^la^ 
and the rest of the Empire wiU mvolve the recog-? E«cogmttonof 
nition of India as a sovereign State But he would' Joverei^'^ 
not allow India to afford protection to her own state, but no 

T -r» 1 -1 t protection 

industnea agamst British goods. Wherein, then? against Bnhsii 
will the sovereignty consist ? - 

Sir Eoper’s general conclusions from his own|HiB con- 
arguments are that (1) the moment Imperial prefer- ' 
ence is estabhshedvastadvantages, direct and indirect, 
will at once accrue to India , (2) every branch of 
industT}' in every province of India wiU at once be 
revived and stimulated, and the Indian peoples 
insured agamst famme , (3) the stabihty of Indian 
finance, now absolutely at the mercy of foreign 
Governments, will be assured on the cheapest terms 
by Impenal preference , (4) reasonable and adequate 
protection wiU be secured for the nascent mdustnes 
of India, and (6) m every way, both Indian senti- 
ments and Indian interests will receive from Impenal 
preference that consideration which is their due, and 
which can only be secured on these hnes^ 

These undoubtedly are great advantages, and 1 Articles which 
Impenal preference would be worth having if it could jp^fere^cc 
secure even a small part of any of them. But to fehbndgS 
the Indian statesman the solution of the problem ^oheme. 
does not seem to be so very satisfactory Sir Eoper 
appears to be very fnendiy to India, but when we 
examine his proposals we find that it is the interests 


1 The same sort of argument is also advanced by other Tariff 
Beformers (Vide Spcalet^s ffandbool. Tariff Reform League) 



of 3',nRlan(\ anti mi ^ ^ '^" 

tieirl*' Thr' jirliclcn v.lnds ^ sU t 

l»is RjhutTio nro l'»V-/ r.if7( * 1 , -’.‘l 
indigo. As tot tf'-i, ii ts nitno t * ’ftinlr a I>'r.'j^ ?'■ 
mdtifttrj , and any l/'iiofit •ahHi may V> i* 

vriW not bo nnir-b appr^c.atrd by tbo Ir/lcan 
Tolncco IS a pttnmf'.t'j jnc\n’»*’y, ortd, if yr *'-' t' 
may tlin\o klv-r, }**it it ury d-j.ibiftsi if sr Ih'^ 
can bo rcmpulatcd by rstiv /itinK-vi m''*ns. 
and cocoa arc very mujf'r .niu't-".' f-n i *J t-X' 
bo left- onl of fcco lut, a t- :> lb' r, t' ■■ ■ f -f) 

industrita rcprc’'xnt only a viry •xn-.n p*e p-rti'-n 1 1 
the exports of Indio. Vi'o ne-®t If-*' to otb-. r 
articles, thort-fore, to tnaU* the r t*-.- ^ p -.jly 
to India. But the ofTtfial pft>yrornn>'' ut tb*' Tar*T 
Reform parly in England do- * ro" / n< '■ any rt'xr'-r 
advantages to Indix “ Rat re nee vcnbl 

pays the /far-dZ /■’ , TantT T/‘-Mine, 

“to India tint tho Unilel King lorn end the 
Colonies viould give freer entry to In-Kvi lex 
coffee, flugar, uhcit ami nil Irdn’s st’pb- pnlncts^ 
and it vvyiild mean to ua that th-i lud a" unj^^rt 
duty on a largo numlior of Bnbdi t>imiif.>eterM 
■would either l>o ubolnhod or rcrluccd " 1 bo t dance 

of advantage under such a pcbumo ujll c^ru-hily 
not ho on tho sido of Indix 

j iMnoh fuJH hvi ly-tn m-ut!! Sir Hop— Ir'hV-.l— M» 
TOppoTU-tB ovc' !\ 'Rr'OoluUon j^ofvy'fl L-i IP13 hr r ri's-l.-r cf 
tho Imperial ly-gtilativ* CounevL t>,hr- win te^'t 

port in tho debate on tho ocensaem fcjwhe h f«rour Vt<^ 
toction nnd not Inter Impenal Tn» Tmde, and the p-O'vwa.t cl 
Imporml Profereneo rrwi (rtronglj- and atenn uranimcmlr ern- 
donmeu by the Indian proas. 
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Professor Lees-Smith seems to judge the situa 
tion concctly when ho says: “As regards th- 
ten chief exports from India to the United King 
dom, representing 90 per cent of the total, n( 
preference is possible unless we are wilhng to raist 
the price of raw materials essential to our mdustnei 
or of foodstufls. From the nature of our conditions 
therefore, wo have nothing substantial to offer 
The ten articles he mentions are jute, tea, wheat, ffrhe most 
hides, oil seeds, raw wool, jute manufactures, raw| ™^i^of 
cotton, nco, and lac. As the eminent Professor f 
points out, no preference is possible in jute and|^gdom, 
lac, for India possesses a practical monopoly of these' 
articles, and there arc no competitors to defend her I 
against In the matter of jute manufactures, the] 
oi^y rival is Dundee. As for tea, India does not' 
want any protection The remaining articles are 
either articles of food, t g. nee and wheat, or raw 
materials of industries, such as hides, oil seeds, raw 
wool, and raw cotton Prefer epce^ can^ bg^yen to) •noi lucoiv m 
these industries only by'LajunglHTimportation mto^enX^ 
the United Kingdom of the same articles from other! 
countnes, and thus raismg the pnees But it does 
not seem at all probable that any substantial nse 
m the pnees of those articles wiU be permitted in the 
Umted Kmgdom 

It IB clear, then, that India is not likely to gam 
much by a preference from the Umted Kmgdom 
Her trade with the colonies is very small, and no 
system of preference from thorn will he of any real 
use to her Neither has the Empire anythmg to 

I Vide H B Lees Smith, India and the Tariff Problem. 


Neither 
United Kinc- 
dom nor India 
has anything 
to gam by the 
koheme. 
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1 

the principal competitor with regaid to many of the^ 
rising industries of India is Great Bntain herself | 

It does not, however, seem probable that Great*) 

Britain unll tax hoi self to benefit India. The real,t' 
solution of the pioblem^^om the Indian standpoint j 
thus lies in giiung to India fiscal freedom such as I'lBwHpedom 
'cn] 0 }ed by the self-governing colomea, so that shej jndift. 
j^may arrange her tariff in the way she finds it be8fi( 
suited to her own rcquiremeuts. “ 
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Ajmer-Merwara • 
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Baluchistan 
Bengal . . . 

Bihar and Onssa 
Bombay ... 
Burma 

Central ProTinces and 
Berar 

Coorg .... 
Madras - - . 
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Bronnee- - - I 
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United Brovincos 
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Central India Agency - 
Cocbin State 
Hyderabad State 
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Bnvvancore State 


176 64 


38 I 59 8 
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Dunng 1871-75 pnces were not senouslj disturbed I 871-76 
by any calamity except the scarcity in Bibar of 1874, 
and although large purchases of gram were then made 
by tbe Government, and scarcity prevailed in the adjoin- 
ing distncts of the Umted Provinces, the disturbance of 
pnces was not widely felt The export trade m rice 
expanded greatly in 1872-73, and was on a large scale 
throughout tbe decade 1871-80 It showed greater 
contraction in 1874, the year of the Bihar &mine, 
than in the Deccan famine three years later 

In this quinquennium occurred the great famme of 1876-80. 
1877-78, wmeh affected an enormous tract in Western 
and Southern India, and extended with diminished 
intensity into the north, causing a general rise of 
prices of food-grams all over India The export trade 
in wheat, which had begun in a small way after the 
opemng of the Suez Canal in 1870, received a check in 
the years 1878-80 

Speaking generally, all crops except rice were good or 188 I- 86 . 
abundant dunng these years, though there was scarcity 
in a portion of the Punjab m 1884, and distress in parts 
of Bengal and Madras in 1885 The nee crop was bad 
between 1883 and 1885 owing to drought and floods, 
but wheat was plentiful, and the average pnee for all 
grains was low 

It IS difficult to find adequate reasons for the great 1886 90 
nse in pnces which took place dunng these five years, 
for the 1889 famine in Ganjam (accompamed by distress 
in Onssa and scarcity in Bihar) was only of local 
importance, and pnces had already reached their highest 
pomt in 1 888 The export trade m food-grams was not 
larger than in the preceding quinquennium 

&e high pnces ruling durmg 1886-90 were still 189195 
further raised in 1891-92 by prolonged drought, causmg 
scarcity and distress in Madras, Bombay, the Deccan, 

Bihar, and Upper Burma A strong Indian demand for 
nee was coupled with large exports, and at the same 
time there was an unprecedented e^ortation of wheat 
owing to the failure of crops m Europe, so that Indian 
pnces rose almost to famine levels With better seasons 
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pnccs fell, but the lo^t^t point rcvliM in If^91*05 
wrts RtUl above llio nNcnge ins el of toe )jrvvjoufl 
qumguoimium , and, or in tbal pi'nofl, tlit 
of aiher fcjr coinage fontuutcil on a hrgo r^uc until tbe 
closure of tbo imuts in Juno, l89r. ^ 

This quinquennium aitnc'“'fl tiro diRtmet fftmirirs. 
Tlio first occurred in tbc laUor part of 1S9G and ertmded 
into 1897, and the Kccond occurred in tbo latter half of 
1890, and continued, liKo the picMOUn one, ihrough the 
cusuiug jenr These fatnuici boro a close rc-^rmblnnce 
to each other in this, that they vere inoro or Icr.R equally 
intense and equally iridcsprciui 'Die fall in pricu a.' no 
ciated ivith the closing year of the preceding quinquen- 
nium ivns thus one oi short dumlioii 
There Mas no aery marked return to ordinary price 
levels in 1901 and 1902, os the weather conditions MCra 
generally not favourable, oxrcpt perhaps for nee Put 
in the next two years, and particularly in 1901, agncul 
tural conditions vicro distinctly good, esjicciaU} m the 
case of the wheat crop There was in these two yean n 
corresponding improvotncnt in pnccs of food grains, 
especially of nee and wheat , but a sot-back was oxpen- 
cnccd in 1905 The seasonal conditions of that year 
wore marred by a partial failure of tlic monsoon in 
Northern and Western India and by heavy nun ond 
floods in Bengal A sharp me in the pnccs of articles 
of Indian produce, especially food grama, began in 1905 
The nso was sustained in 1906, as the spnng crops of 
that year, except wheal, were generally not good, and the 
autumn crops were damaged more or less bv ciccasiv'c 
ram and floods, particularly in Bengal Agncviltnral 
prospects were to a certain extent improved by the good 
winter rams in Northern India, but as unfavourable 
conditions prevailed m other parts of the country, par- 
ticularly in Bengal, pnccs remained UDafTected, and 
when the failure of the south w cst monsoon occurred 
^no conditions declared themselves over a largo area 
The wheat and oilseeds harvests of 1908 were verv 
poor owing to deficient and badly distnbutcd rainfall 
JN either were the autumn crops good The nso of pnccs 
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was a^Jcentuated in 1907 and 1908 by the widespread 
lailure of the crops in Northern India The wheat crop 
of 1909 showed an advance on the previous year, and 
there was a phenomenal nee crop in Burma and m Bengal 
As a result there was a general decline of pnees in 1909 
The timely and well-distnbuted winter rams brought 
fine crops to harvest in the spnng of 1 9 1 0 The monsoon 
of that year was on the whole favourable and the crops 
good Pnees contmued to fall , but in the case of nee a 
strong demand from China operated to keep the rates at 
the level of the previous year, particularly in Burma 

The spnng crops of 1911 were on the whole good, 191112 
though frost and rust affected them in parts of Northern 
and Western India, and pnees contmued to fall The 
monsoon of that year, however, was not very favourable, 
particularly m Northern and Western India, where the 
autumn crops suffered more or less from drought, and 
prices of nee showed an upward tendency accentuated 
by strong export demand The spnng crops of 1912 
suffered through drought in Western and in parts of 
Northern India, and prices rose, and although the 
monsoon of that year was not on the whole favourable, 
the strong export demand maintained the pnees of nee 
at a high level. 
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KN'QUmi,* 1914 

Wnlc it in impO'inihU Ky v<it\ tlnrwtiC 

conildcncc the exact iinportntio- of *ncli of the i 
which have been nt i\orl in rai'‘iti't Indicn proJ in 
recent yoara, it is ncccc'^ery to proiip fhcjn in order of 
importance, notwilhstanding the diiliuilty of 
entanghng and uicaaunug the cfTecti of each of thtae 
Cannes m raising pnccs Tric^^s lm\( nsen in nlmc4 all 
the chief countries of the world as wcH as in India, hut 
the rise in India, m recent yearn, lias l>et n grratr r than 
in any other country The caus*'s of the r,re of pneca 
may, therefore, be divided into two (bf'cs, namely, 
(1) causes peculiar to India, and (2) enures that have 
influenced the price level throughout the world It 
should also be remembered that it is ncecisar} to dtf* 
fcrentiato between the causes whose duration was more 
or less temporary and those whoso influences extended 
over the greater part, if not the whole, of the period under 
investigation 

Of the causes peculiar to India, the comparative 
shortage m the production of food-stuffe in India proiwr, 
excluding Burma, the increased demand for InaiVs 
food products and raw matcnnls both in India itself and 
in world markets, the increase in commumcatiou within 
India itself and between India and foreign countries, 
and the decrease in the cost of transport, which ha\o 
brought India closer to the world markets, and the 
incrcasmg monetary and banking facilities, arc perhaps 
the most important Of the world factors, the most 

‘ Fide voL i of the litpori 
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important are tlie increased supply of gold, the develop- 
ment of credit, tlie destructive wars wiucli iave taken 
place, m recent years, one after another in qmck succes- 
sion, and the amounts of labour and capital -wlncli are 
bemg devoted by the nckest coimtnes of the world to 
increasmg their army and navy There has been a 
large increase m the pnce of India’s staple coramodities 
owmg to an mcreased demand m world markets, and 
this improved position of India m mtemational trade 
has exercised not unnaturally a large mfluence on the 
pnce level Sir David Barbour m his recent book. 
The Standard of Value, says “ During the last fifteen 
years the relative advantage of India m the International 
Trade of the world has greatly improved This improve- 
ment has been one of the causes of the nse m the Indian 
Exchange, and has led to large imports of gold and to large 
additions to the rupee currency which the Government 
of India have had to make Such an improvement is 
always attended with a general nse m pnces and wages ” 
There 'has been a large increase m pnces due to a 
shortage of food production in India proper One must 
not, however, forget that the shortage of supply is often 
a shortage as compared with a very greatly mcreased 
demand The growing demand for ]ute, cotton, and 
other commercial crops m the world markets has stimu- 
lated the production of these commodities, and has 
prejudicially affected the cultivation of food-grams 
unseasonable and deficient lamfall, duimg the penod 
under enquiry, has also contnbuted, m no small measure, 
to a shortage of production This was specially marked 
m 1891-92, 1896-97, 1899-1900 and 1907-08, and to a lesser 
extent over a senes of years dunng the last decade, 
which were more or less unfavourable The cumulative 
efiect of such unfavourable years, commg one after 
another, has often been under-estimated A detailed 
exammation of the statistics of out-turn of food-grams 
for India, excludmg Burma, shows that production has 
not kept pace with population in the way which one 
would have supposed This shortage of supply has, 
however, to some extent, been made good from Burma, 
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whoro nrf'ft un*lcr riro cultixfthtm }nfs inmiyM 
wfh great raimlity, nrtl. m!h cvUr.“i\.' Irr-N aMU 
available for nee ciiltnation, \nil .0 all proUb'btv r'> 
on inereaaiitg. In tho famine of 1%*^, fur a 

con&idcraMc iiortion of Burma's cnppbn r. 

din ctf d to Bengal and Mmlraa, nwb'iid of besfig i 
to llie Far Enat or to Eitrop*. 

Tlicrc hna been nn rxlraordinar/ growl}, of pro'jv'nt) 
among large nectmni of llie pcop'r, f>’-v|V'rnllv tboie ’si,ho 
are engaged in tho cultivation of jiito, cotton, ml f'ed«, 
and wheat Hic purelm'iinp jinwiT of the''' cla^. ha.'i 
greatly jncreaacd, and thii liar, •;tir.iulat''d the con/iump' 
tion of all nccc'^'iancs The population of ntjea fuA 
otber induRtnal cent tor bn- gro’-n very rapidh, wath 
the development of trade and cnmnif'rce and of mdiKtr/a 
on ’^TRtcrn Imea ; tins growth hen resulted in the tnii-fer 
of a largo part of Ibe population from a io-’ er to n far 
higher standard of food-consuraption Th'te baa been 
a rcmarhnblo change m the etjlc of living of nil 
of socictj throughout the r^omitry, and tliia haH hd 
to an jncrcnDcd demand, not onl\ for lururiM, but nko 
for the finer varieties of food grams at the expens'' of 
tho cheaper kinds , the consumption of roisctlaneous 
articles of food, eg me^t, fish, vegetables, gh<'e, and 
milk, has also increased very largely , m many tracts 
the ordinary cultivator has now become a fierce com* 

S 'ator with the middle classes for these comraodif.es 
ere has thus been a large increase m the demand for 
commodities generally on the part of the consutaers, 
resultmg in a nsc of prices 

Tho development of communications and tho lo \ermg 
of the draect and indirect costs of transport, in India 
Itself and between Indian ports and foreign countries, 
have also contnbuted, to a large extent, to the advance 
mileage of railw aj 3 has nearlv doubled in 
the l^t twenty three years, and railway fremht has fallen 
by about 30 per cent The advent of railways m remote 
areas has rernoved the dilBcultv, and m many tSses! 
the impossibility of transporting their produ(>* nrofit- 
ably to oonwl h. g^wth Vtho 
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marine and the extension of cables and telegraphs have, 
during the last ten or fifteen years, brou^t India 
closer mto the vrorld’s commerce Prices m Indian 
ports are now linked on to those of the world markets, 
and prices in upland distncts have similarly been 
levelled up to those at the ports, in a greater degree 
than was previously the case The fall in freights has 
had, between 1890 and 1910, a great mfluence m afiecting 
relative prices not only m dificrent parts of India but 
between the world markets and India itself The fact 
that India and the world’s markets are mutually sym- 
pathetic, to a greater degree than at the commencement 
of the period of this enqmry, has resulted m factors 
outside India affecting pnees here with greater rapidity 
and to a greater extent than formerly A shortage in 
wheat, nee, cotton, or oil-seeds m European or Amencan 
markets makes itself felt at once m India, and the pnees 
of the respective commodities not only at the ports 
but also in upland distncts, tend to conform more closely 
to those of the world markets than is generally believed 
The effect of this increasing sympathy between Indian 
and the world’s markets, and between different parts 
of India, IS that pnees are prevented from falhng as low 
or rising as high as they would otherwise have done 
The capital and reserves of the Jomt-Stock Banks m 
India, mclndmg Presidency Banks, have mcreased m 
the decade ending 1911 by 66 per cent Pnvate deposits 
available for commercial enterpnse have increased from 
an average of 22 crores in the five years 1890-91 to 
about 85 crores m 1911 The amount of cheques cleared 
in the three Presidency towns has mcreased from 138 
crores in 1890 to 617 crores of rupees in 1912 This 
remarkable growth of monetary and banking facdities 
and development of credit have mcreased the resources 
of business men, and with it the demand for com- 
modities generally, and pnees have nsen to an extent 
greater than what would have been possible had this 
improvement not been co-existent 

The development of credit has not been confined to 
India, but has been general throughout the world, and 
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this hns liccn tho factor wlaclt hfif tl,(’ 

pncc level in nil countries Th'* goW Riipplj, c.^ 
explained, hns incri-nsed to an ^rUut unpnr.tili IM jjj 
the histor) of iho yfllow metal It is thia metrttne of 
gold and a simultanrous incrcaoe in cr<dil»,hty, ir in 
Bccuntics vluch banl.ers vould acexpt jn nd 

vancca, that has led to the remarkable dtrcloprucnt of 
credit 


Dcstructnc wars which have taken jiVce m quick 
Bucccaaion since 1898, and the incrcfu,' in arrmmrnta 
m all countries, have also nftcctcd the price Icael to a 
barge extent Capital and labour ha\c beon tliaer'f^l 
to what niaj bo termed ‘ iinprodui li\c ' purpoi^a, and. 
there 13 an lnc^^-ascd domund for imnj of com 

moditiea ns n result of the ncti%i*;> on the pin of tin 
most prosperous nations of the world in mere unijp thmr 
army and nav) 

These are believed to he the principal causes of the 
recent rise m Indian prices It is cloarlv imu'W'-mh to 
keep each of these apart by itself, for, ns ulrcadv pointed 

nnd roctiog on one 
another Uc may, howc\cr, cmphns!''e the importance 
of the increase m communications and the fall m the 
direct and indirect costs of trnnsjiort, tlm increased 
demand comotjwnt on a general impriTemeni ,T1he 

of H“°6 

tnbutory reuses not mentioned aboie such ^ the 
sinking of large amounts of labour and ^ 

development of railwava and capn-.il on (he 

tracts m backward cou^tnes the fnn?/’?^ out of now 
will take some time to mSrc ’but w 
consumption and prevented „ Ululated 
taking It prevented production from oaer- 
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Wages * 

A Bcheme vs^as recently introduced for quinquennial 
wage-census to be taken in the vanous provinces, and 
tbe results of such censuses taken in 1911 are now avail- 
able , in some cases a prebromary census was taken at 
an earber date, and tbe companson is mstructive Tbe 
results obtained are stated to be more rebable than tbe 
wage statistics bitberto available 

Bengal (as it stood m 1911) — A prebromary census 
was taken in 1908 and a regular census m 1911 , but 
tbe exceptional conditions m tbe former year, wbicb 
was a time of great scarcity, makes companson difficult 
Tbe usual dady wage of an unskilled agncultural labourer 
in 1911 vaned from 2d m Cbota Nagpur to Id m tbe 
Burdwan and Presidency divisions Urban unskilled 
labour receives from 2|d to 5d , rates for skilled labour 
are so vaned that no general statement is possible 
Masons get from 6d to 8d , and in Calcutta up to 
lid In Calcutta a blacksmith or carpenter can get as 
much as Is 4d a day 

Eastern Bengal and Assam —In Eastern Bengal tbe 
average daily wage of an agncultural labourer vanes 
from 6d in Dacca to lld m tbe Chittagong Hill tracts 
(tbe latter figure, however, is a temporary figure due to 
seasonal imgrations) In Assam they run from 6d 
to 8d 

United Promnces — A census was taken m 1906 and 
again m 1911 Unskilled agricultural labour shows 
an all-round nse in tbe Western distncts, while m 
tbe Eastern districts tbe nse is less apparent and m 

* Taken from the Moral and Matenal Gondttton of India, 1914 
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Bundclldinud tberc ha'i little dinrigc Th*" flciD 
ratc'i vary from about Pd in tb'^ to 4J. 

in (be Hill tracts 'Dir'^ rates, bowriior, are probaVy 
abnormally lovr, orsiiig to a ba'l autumn bnn>"a( UrHn 
■wages ranged from 3ci to Cd for unslitl' <1, and r>d to 2«- 
for skilled labour The rts*' of urban m almost 

unitcrenl 

Punjab — A preliminary censun vm Indd m IC'69 find 
a regular censua in 1^12 Rural weges ro^’f in fb*' 
intersnl in almost every distnrt Tin old mrt-omury 
rate of 2d a day mimvca only in Giirjraon ; i ('''Wkjs 
tbc most common rates range from Id. to f^l , Vmg 
JosvcbI m tbe East 


North Tl'c-f/ FronUer Prottnee — The rates ar^, on tbe 
whole, higher than for the iic nrc.sf du tnet* m the Punjab, 
probably owing to the denmnd for labour dnr io the 
extension and improvement of tultnation 

Central Pronnccs — I'or the three agrinilfnral vean# 
1910-11 to 1912-13 fairly reliable finircn have lieen 
returned ^cy sliov’* a slight Init continnoua tore both 
m urban and rural wages Tlic latter rnngt, from nbout 
3 q a day m Chhatlisgarh to -Id n day in Berar and 
ISagpur The considerable irrigation and railway pro* 
gramme, and the gradual improvement of ecncnlture, 

however, arc partU 

coimteractcd by the rise in prices since 1911. 

developing districts of Lower 
S Cnir 1 htloral)%nd in tlm north 

t’ '"here conditioaa are back-word and 
labour mlficdt to mamtam, wages arc hich n=inp to 

te'^Un i LlI “ ^.clSrSTa'boX ®dn 

It ZTLT '^""Ch conSerabirLpb7r than 

a dSr minimum ^being 4d 

operLons. the 

paid by the season An labourers being 

field work 18 done by womef 

1908 and 1^'^^Tbff Saaernl nse of wages between 
ana ion The minimum daily rate for niral 
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tmslalled labour ranges from l^d m tbe Deccan to 
2 annas in all other wage-tracts , tbe maximum from 
id in tbe Deccan to 8d in tbe South Dunng 1912-13 
tbe price of labour rose with tbe price of food grains 
Bombay — Only one census has been taken — in 1911 
Plague baa decreased tbe available supply of labour, 
and tbe existence of a mill industry, together with tbe 
progress of large schemes of dock and railway extension, 
tbe Tata Hydro -Electnc Works, etc , has a beneficial 
efiect on agricultural wages, which m most distncts 
average about 4d a day, except where tbe presence of 
primitive tribes results in lower rates In Sind wages 
are higher. 


Average Pates of Wages Paid in Selected 
Industries in 1913 ^ 
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^ Sevtew of the Trade of India, 1913 14, p 84 
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iTido Prtocs and Wages »n Jndta, 1910 Tho wage atatlstics ate unsatisfactory and not wholly reliable. 
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Joint-Stock Comtvnies in 1900 and 1912 - 13 » 


Banlcing 'ind loan, . - - 

Insunnco, 

Navigation, 

Eailvi ay*! and tramv ^3^3, 

Other trading compinics, 

Tea, 

Other planting companies, - 
Coal mining, . - - - 

Gold mining, . . - - 

Other mining and quair3ang companies, 
Cotton mills, - - ■ 

Jute mills, -----* 
Mills for ivool, silk, hemp, etc , - 

Cotton and ]uto screws and presses. 
Flour mills, - - - ■ ‘ ' 

Land and building, - - - - 

Sugar, 

Other companies, . - - - 

Total, - - - - - 
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iStaltshcal Abstract for Erthsh India, 1916 
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Proghess 01 B.vnkis’g C^rtTAT. i‘r India, 



Capital and rt'f'ro' 
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Tho proportions per cent of the Cnsh to tho Imbilittcfi on DervoTits m 
1904 and 1913 wore respectively Prcshlmov Banhs,— Jf* So nsch'inge 
Banks,— 29, 19 , Indian Jomt-Stook Banks (nho\e 5 hkhs),— 12, 18 
"Vide Statistical Tallu relatinrj to Danhs in India, 1916. 










APPENDIX K 


Su^fMAHY 01 C0VCI<17SI0\S OF TIIK HePORT OF THE 

lioYAL Commission on Indian Curuenoy and 
Finance. 

For convenience of reference wo Buinmansc our 
conclusions ns follows — 

(i) The c.«taWrhmcnt of I he exchange value of the 
rupee on a suable basis has been and is of the jSrst im- 
portance to India (Para 8 ) 

(n) The measures adopted for the mamlcnance of the 
exchange aaluc of the rupee ha\e been necessarily and 
righllv rather supplementary to, than m all respects 
directly in pursuanco of, the recommendations of the 
Committee of 189S (Paras 7 and 44 to 4C ) 

(m) Tlicse measures worked well in the cnaia of 1907-8, 
the only occasion upon which they have been severely 
tested hitherto. (Paras 48, 49 ) 

(n ) The time has now ama ed for a reconsideration of 
the ultimate goal of the Indian Currency system The 
belief of the Committee of 1898 was that a Gold Currency 
m active circulation is an essential condition of the 
Tnamtcnancc of the Gold Standard in India, but the 
history of the last 16 years shows that the (?old Standard 
has been firmly scoured without this condition (Paras 
47, 00 ) 

(v) It would not be to India’s advantage to encourage 
an increased use of gold in the mtcrnal circulation 
(Para G4) 

(vi) The people of India neither desire nor need any 
considerable amount of gold for circulation as currency, 
and the currency most generally smtable for the mtemal 
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nccdfl Ol Indm comintf, of vxy^r., ,mrl (Pr^ni^- 

mint for Uift coi^m^ »' Pf 

4;is of correnoy or .xcEmt-., mi 
mcnt Gonmuely doiwinds it and Uig Gnvf nini M 
rndia Srir Jared to mcnt Iho CT|yvnre, ih v' «« tio 
'tael.™ m ?Tmciplc to it« cHt«w4m.iit from 

tbc Indian or from tbc Imji^nnl atnndi/nnt 
tliut Uio com minUd is the no%cnngn or tbejnff* 
eovcroign) . and it in pre-emmenth a qurr.tmn m v-mcli 
Indian Ecntmicnl should prevail. (Para^i C. . 

(vm) U a mint for (he coinage of pold iP not o-'^tahiiB 
refined gold should be n enved at the Bomb\v Mint ;n 

exchange for eurrenej' (Pam p ) 

(ix) The Government thould continue to wm at 
civmg the people the form of enrrvnci vhieh thev 
demand, whether rupees, notes, or gold but the use of 
notes should be encouraged (Para 70) 

(x) The essential point is that this intcmnl currency 
should be supported for cxchrnge purpo-cn by o 
thoroughlj adequate reserro of gold and stcrUng 
(Para 7G ) 

(xi) No limit can at present he fixed to th*' amount 
up to which the Gold Standard Reserve shouM be 
accumulated (Para 8G ) 

(xii) The profits on coinage of rupees should for tho 
present continue to bo credited exclusively t-o the 
Reserve (Para 89 ) 

(im) A much larger proportion of the Rerorve should 
be held m actual gold By an exchange of assets 
between this Reserve and the Paper Currency Reserve, 
a total of about £10,000,000 in gold can be at once 
secured This total should be raised as opportunity 
ofiers to £16,000,000, and thereafter the authontics 
should aim at keepmg one-half of the total Reserve m 
actual gold (Paras 93 to 100 ) 

(xiv) The Indian branch of the Gold btandard Reserve 
m which rupees are now held should bo abohshed, the 
rupees being handed over to the Paper Currency Reserve 
m exchange for gold (Para 9S ) 
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(xv) The proper place for the location of the whole 
of the Gcold Standard Reserve is London (Paras 90 
and 100 ) 

(xn) The Grovemment should definitely undertake to 
sell bills in India on London at the rate of Is 3§4d per 
rupee whenever called upon to do so (Para 101 ) 

(xvn) The Paper Currency system of India should be 
made more elastic The fiduciary portion of the note 
issue should be mcreased at once from 14 crores to 20 
crores, and thereafter fixed at a maximum of the amount 
of notes held by Government m the Reserve Treasuries 
"plus one-third of the net circulation, and the Govern- 
ment should take power to make temporary mvestments 
or loans from the Muciary portion withm this maximum 
m India and in London, as an alternative to mvestment 
in permanent securities (Paras 112 and 113 ) 

(xvm) We recommend the immediate umversalisation 
of the 600-rupee note and the increase of the facihties 
for the encashment of notes (Para 115 ) 

(xix) The aggregate balances m India and London m 
recent years have been unusually large This has been 
due mamly, though not entirely, to accidental causes 
and to the exceptional prospenty of India (Paras, 
125, 126 ) 

(xx) Caution is justifiable m frarmng Budgets m 
Inia, but has been earned rather further than was 
necessary in recent years (Paras 126 and 128 ) 

(xxi) A change in the date of the commencement of 
the financial year from the 1st April to the 1st November 
or the 1st January would probably enable the Govern- 
ment of India to frame more accurate Budgets Such a 
change would also enable the India Ofl&ce to fix the 
amount of their borrowmgs m London with closer 
regard to immediate needs We commend this proposal 
for favourable consideration (Paras 128 and 190 ) 

(xxu) The practice of transfemng revenue surpluses 
to London to be used m avoidmg or reduemg fresh 
borrowings for capital expenditure has been thoroughly 
justified in the mterests of India, and the Secretary of 
State has made good use, for this purpose or for actual 
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reduction of drl,f. of Uio ba!anc..5 from time ^ time 
BLCwnulalcd m Uis linndn (Pntai! 130 to 133 and 


179.) 

(jvXin) But tlic rocortvnK'iidfttion.'i wlneli vr mi( e 
regards loans by Government in India Tna> l^ad to a 
rcNosion of tlic occasions, ibougU not of tbe e’Ctcnt, of 
transfers of nionoy to London {Para 133 ) 

(x 3 Civ) Tlio mdcp''ndcnt Treasurj ardem of tue 
Indian Govenimcnt is not an ide.al on” It i-i feidly 
responsible for the stnngency v-hicb r<cun nnnurlly 
jn the liidian money marlels (Paras 137 to 113 ) 

(xxv) Wc rccoinincnd that the Government of India 
should make a regular practice of granting luann to th>* 
Presidency Banka from their surplus balanc* a m Indm 
agamst security on terms to be negotiated vrith the 
Presidency Banks (Pams 150, 1G3, IGt) 

(xx\a) In deciding upon the locat.nu of surplus bal- 
ances, the Government of India and the S^cictaiy of 
State should act in consultation, and, vbilc the liunS' 
nuBSion of the necessary funds to Ijondon at favourdik 
rates of ovchango is the first consideration, th” authori- 
ties should have regard to all the factors including the 
possibility of utilising surplus balances for loans m 
India (Paras 159 to 161 ) 

(vxvni) In carrying out these recommcndatiom, the 
authorities should proceed tentatively and with caution. 
(Para 165 ) 

(xxviii) Wc recommend that the amount of the annual 
rupee loans m India should be increased as much as 
possible The figures of recent loans appear to have 
been somewhat over cautious Wc call attention to the 
questions of relaxing present regulations in regard to 
endorsements on rupee paper and of creatine' new forms 
of securities (Paras 167 to 169 ) 

(xMz) The Secretary of State sells Council Drafts, 
not for the convenience of trade, but to pro\ idc the funds 
needed m London to meet the requirements of the Secre- 
tary of State on India’s behalf (Para 186 ) 

(xxi) The India Office perhaps sold Council Drafts 
unnecessarily at very low rates on occasions when the 
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London balance was in no need of replenisbment, but 
we do not recommend any restrictions upon tbe absolute 
discretion of tbe Secretary of State as to tbe amoimt of 
drafts sold or tbe rate at which they are sold, provided 
that it 18 within tbe gold points Tbe amount and 
occasion of sales should be feed with reference to the 
urgency of tbe Government’s reqmrements and the rate 
of exchange obtamable, whether the drafts are agamst 
Treasury balances or agamst tbe Reserves (Paras 181 
to 185 ) 

(xxxi) There has been some excess of caution m the 
renewal of debt by the India Office duxmg recent years 
(Para 192 ) 

(xxxai) The system of placmg portions of the India 
Office balance out on short loan with approved bor- 
rowers in the City of London is on the whole well 
managed, but we draw attention to — 

(а) The term for which loans are made. 

(б) The desirabihty of givmg greater publicity to 
tbe methods by wmcb admission is gained to 
tbe bst of approved borrowers 

(c) Some defects m the bst of approved secunties 
and especially its narrow range (Paras 196 
to 200 ) 

(xxxni) There is no ground for the suggestion that the 
City members of the Secretary of State’s Council showed 
any kind of favountism in placmg on deposit with 
certam banks, with the duectorates of which they were 
connected, a part of the India Office balance at a time 
when it was too large to be placed entuely with the 
approved borrowers But* we call the attention of the 
Secretary of State to tbe desirability of avoidmg as far 
as possible all occasion for such criticism, though it may 
be founded on prejudice and ignorance of the facts 
(Para 202 ) 

(xxxiv) We observe that m our opmion the time has 
come for a general review of the relations of the India 
Office to tbe Bank of England (Para 203 ) 

(xxxv) Tbe working of the present arrangements for 
the remuneration of tbe Secretary of State’s broker 
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Blioiild be wnfccbcd, and if necessary they fibould be 
revised (Para 204 ) 

(sxsvi) We record our lugb opinion of the ^ray in 
\rbicb the permanent staff, both in India and in lymdon, 
have performed the complicated and difficult financial 
duties placed upon them (Para 7 ) 

(ssxvu) We recommend a continuance of a Pinancc 
Ckimmittec of Council as providing the maclunery most 
smtable for the vork required (Para 208 ) 

( xxx v m ) The Pmance Committee should, if possible, 
contam three membera antb financial cxpenencc, repxc- 
sentmg — 

(а) Indian Official Fmance 

(б) Indian Banking and Commerce 
(c) The London iloney Market 

In any case there should be nt least one member vrith 
Indian financial cvpencnce The absence of any repre- 
sentative of Indian finance on the Committee smee 1011 


has resulted m giving undue prominence to the repre- 
sentation of London City cvpcnencc (Para 210 ) 
(xsxrx) While ve suggest that the changes recently 
proposed and now under discussion m the constitution 
of the India Council may require some modification in 
order to provide for the continuance of a Fmance Com- 
mittee of Council, we arc m sympathy ivith the desvre 
for expeditmg financial business, which is one of the 
objects in view (Para 214 ) 

(si) The present arrangement under which the iVssis- 
taut Under Secretaryof State, havmg financial experience, 
IS able to share with the Financial Secrctarv the responsi- 
bdity for financial business in the India Office has many 
advantages For the future we recommend that either 

(1) the Under Secretary or Assistant Under Seerctan* of 
State should have financial txpenence as at nresont or 

(2) there shoidd ^ two Assistant Under vSecretancs, of 
whom one should have financial experience (Para 
^lo ) 


„ r ^ ^ report either for or 

against the cstabhshment of a State ot Central Bant, 
but we regard the subject as one which deserves ea?b 
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and careful consideration, and suggest tlie appointment 
of a small expert committee to examme the whole 
question in India, and either to pronounce against the 
proposal or to work out m full detail a concrete scheme 
capable of immediate adoption (Paras 221, 222 ) ” 
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Committee ok Indiak Exohakoe akb Coprekcy 
(1920) Summary of Cokoeusions 

87 We now proceed to surnmnnse tlic mam con- 
clusions at wlncli we lia\ o am\ ed 

(i) It IS desirable to restore stabibty to the rupee 
and to re-estabbsh tbc automatic working of the Indian 
currency system (Para 36 ) 

(ii) The reduction of the fineness or weight of the 
rupee (Para 38), the issue of 2 or 3 rupee coins of lower 
proportaonal silver content than the present rupee 
(Para 39), or the issue of a mckel rupee (Para 40) are 
expedients that cannot be recommended 

If the legal tender limit of one rupee for the 8 anna 
mckel com should prove an obstacle to its free circulation 
the question of raismg the bmit to K 6 or R 10 should 
be considered (Para 40 ) 

(m) The mamtenance of the convertibihty of the note- 
issue IS essential, and proposals that do not adequately 
protect the Indian Paper Currency from the nsk of 
becommg mconvertible cannot be entertamed (Para 
41) 

(iv) The nse m exchange, in so far as it has checked 
and mitigated the nse m Indian prices, has been to 
the advantage of the country as a whole, and it is 
desirable to secure the continuance of tbs benefit 
(Para 50 ) 

(v) Indian trade is not hkely to sufier any permanent 
m]ury from the fixmg of exchange at a bgh level 

If, (mntrary to expectation, a great and rapid fall 
in world prices were to take place, and if the costa of 
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production in India fail to adjust themselves mth equal 
rapidity to the lower level of pnces, then it might be 
necessary to consider the problem afresh (Para 51 ) 

(vi) The development of Indian mdustry would not 
be senously hampered by a high rate of exchange 
(Para 62 ) 

(vu) The gam to India of a high rate of exchange 
for meetmg the Home charges is an mcidental advantage 
that must be taken mto consideration (Para 63 ) 

(vui) To postpone fixing a stable rate of exchange 
would be open to senous cnticwm and entail prolongation 
of Government control (Para 68 ) 

(ix) The balance of advantage is decidedly on the 
side of fixing the exchange value of the rupee m terms 
of gold rather than m terms of sterhng (Paras 66-7 1 

(x) The stable relation to be estabhshed between 
the rupee and gold should be at the rate of R 10 to one 
sovereign, or, m other words, at the rate of one rupee 
for 11 30016 grains of fine gold, both for foreign exchange 
and for mternal circulation (Para 69 ) 

(xi) If silver rises for more than a bnef penod above 
the parity of 2s (gold) the situation should be met by 
aU other available means rather than by impamng the 
convertibihty of the note-issue Such measures might 
be (a) reduction of sale of Council bills , (h) abstention 
from purchase of silver , (c) use of gold to meet demands 
for metaUic currency If it should be absolutely neces- 
sary to purchase silver, the Government should be 
prepared to purchase even at a pnce such that rupees 
would be corned at a loss (Para 69 ) 

(xu) Council drafts are primarily sold not for the con- 
vemence of trade, but to provide for the Home charges m 
the widest sense of the term There is no obhgation 
to sell drafts to meet all trade demands , but, if without 
mconvemence or with advantage the Secretary of State 
IS m a position to seU drafts m excess of his immediate 
needs, when a trade demand for them exists, there is 
no objection to his doing so, subject to due regard 
bemg paid to the prmciples govemmg the location of 
the reserves 
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Council drafts should be sold, ns now, by open tender 
at competitive rates, a minimum rate being fixed from 
time to tune on the basis of the sterling cost of shipping 
gold to India At present this rate will vary , but 
when Bterhng is again equivalent to gold, it will remain 

uniform (Para 61 ) , , , , , „ i 

(viu) The Government of India should he autuonscu 
to announce, without previous reference to the Secretary 
of State on each occasion, then rcadmess to sell weekly 
a stated amonnt of Reserve Councils (including tele- 
graphic transfers) during periods of exchange wtakners 
at a price based on the cost of shipping gold from India 
to the Umted Kingdom (Para 62 ) 

(xiv) The quantity of gold taken by India for all 
purposes in the penod before the war was not dispro- 
portionately largo havmg regard to her social customs 
and economic position , but more productive methods 
for employing wealth should bo encouraged (Paras 
63-4) 


(xv) The import and export of gold to and from 
India should be free from Government control (Para 
66 ) 

(xvi) The Government should contmuc to aim at 
givmg the people the form of currency which they 
demand, whether rupees, notes, or gold , but gold can 
be employed to the best advantage m the Government 
reserves, where it is available for meetmg the demand 
for foreign remittance 

It would not ho to India’s advantage actively to en- 
courage the mcreased use of gold m the internal circula- 
tion, but it may for some time be difficult to meet all 
demands for metalhc cuTiency m rupees, and a more 
extensive use of gold may be necessary In order that 
confidence may not be disturbed by exceptional issues 
the issue of gold com m moderate quantities should be 
one of the normal methods of meetmg demands for 
currency (Para 66 ) 

(xvu) The Bombay branch of the Royal Lbnt should 
he te-opeued for the coinage of sovereigns and half- 
sovereigns and facihties should be afiorded to the 
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pnbhc for the comage of gold bullion and for the refining 
of gold (Para 67 ) 

(xviu) The obhgation of the Government to give 
rupees for sovereigns should be withdrawn fPara 
68) ' 

(xix) Opportunities should be afforded to the pubhc 
to exchange sovereigns in their possession at the rate 
of 15 rupees per sovereign at the time of the mtroduction 
of the new ratio Similar opportumties should be 
given to holders of the gold mohur which should eventu- 
ally be demonetised (Para 69 ) 

(xx) The prohibition on the import of silver should 
be removed as soon as is convement (Para 70 ) 

(xxi) When the prohibition on the import of silver 
IS removed the import duty should also be removed, 
unless the fiscal position demands its retention (Para 
71) 

(xxn) The prohibition on the export of silver should 
be retained for the present with a view to the protection 
of the silver currency from depletion by export 

If the silver mined m India should cease to be pur- 
chased by the Government, its export should be per- 
rmtted under hcence (Para 72 ) 

(xxm) Improved banking facihties and mcreased 
opportumties for the investment of savings should be 
afforded (Para 73 ) 

(xxiv) No recommendation is made for modifymg 
the present practice regulatmg the purchase of silver 
for comage (Para 74 ) 

(xxv) The statutory mini mum for the metallic portion 
of the Paper Currency Eeserve should be 40 per cent 
of the gross circulation 

As regards the fiduciary portion of the reserve, the 
holding of securities issued by the Government of 
India should be limited to 20 crores The balance 
should be held m securities of other Governments com- 
prised withm the British Empire, and of the amount 
BO held not more than 10 crores should have more than 
one year’s maturity, and aU should be redeemable at 
a fixed date The balance of the mvested portion above 
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these 30 crorcfl should he held in fhorl'fhf^l renirilirs, 
with not more then one year’s inutunU. jvsu<^d hj 
Govenimcnla within tlic Pnti-h f mpir^ 

The existing permissive mnMrmim of 120 rroreri 
should ho retained for a limited jv-nod 
The sterling imcstmcnts and gold in the Papor 
Currency Reserve should he rc-^nhl(’tl at 2* to the 
rupee The depreciation which will result from thr 
rc-vnluation cannot ho made good at once, hut anv 
savings resulting from the nsc in crclnnge will afiord 
a suitable means for discharging this Inhihfy in a 
limited numher of years (Paras 78-79 ) 

(xxvi) With a view to meeting the '^ca'^onal demand 
for ad^tional currency pronsion should be made for 
the issue of notes up to five croras oscr and nhoie the 
normal fiduciary issue ns loans to the Presulonrs Rani - 
on the security of export hills of ctchango (Pafii t-O ) 
(vxvn) The silver and gold in the Paper Currency 
Reserve should ho held in India except for tranHitorj 
purposes (Para 81 ) 

(xwin) As soon as circumstances permit, free fncditie, 
for the encashment of notes should be given, and tlu 
restnctions imposed dunng the war should he ' ith- 
drawn The Government should base the option of 
redeeming its notes m full legal tender gold or silver 
coin (Para 82 ) 

(xxix) No hmit can yet be fixed to the amount up 
to which the Gold Standard Reserve should be acrumu- 
lated, and when profits again accrue on the coinage of 
rupees they should ho credited m their entirety to the 
reserve (Para 83 ) 


(xxx) Under present conditions Go\ emment •should 
hold such gold as they ohtam m the Paper Curronev 

Standard Reserso 

The Gold Standard Reserve should when practicable 
contain a considerable proportion of cold but Gi*> 
most satisfactory course at present hes m keeping the 

The amount of seountics m the reserve with a matunly 
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exceeding tlireo years should not be increased, and the 
aim should be to hold all the invested portion of the 
reserve m securities issued by Grovemments within the 
British Empire (other than the Grovemment of India) 
and having a fixed date of maturity of not more than 
12 months (Para 84 ) 

(xxxi) A portion of the gold m the Grold Standard 
Reserve, not exceedmg one half, should be held in 
India , the sterhng investments should contmue to 
be held m London. 
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